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Table 20. -NUMBER OF ESTATES AND TRUSTS BY ACCOUNTING PERIOD AND SiZE OF TOTAL INCOME - Continued

[All figures are estimates based on sampl

are in

of dollars]

Size of total income

Full-year accounting period - Continued

Noncalendar year

Total Distributions Income tax
Numb income Total Deductions Taxable income afrer credits
umber (less deductions
loss) Number Amount Number Amount Number Amount
[$10] (11) (12) 13) 14) (15) (16) (17) (18)
ESTATES AND TRUSTS
Total.oovieraanooinn [ e erererraanas ererreeraaaeiaeeaaaas 193,352 | 2,433,907} 2,188,192} 128,280 | 1,064,275 70,510 412,569 70,487 145,810
No total income.. ieenenaes feeeaeainas 4,346 -10,869 22,241 *) *) - - - -
Under $1,000 . esesnes 41,693 18,469 25,382 17,796 7,140 13,387 3,022 13,387 430
$1,000 under . 26,080 37,896 88,644 17,597 20,115 7,246 5,471 7,246 814
$2,000 under 18,810 46,587 44,350 13,906 26,162 5,621 6,644 5,621 1,032
$3,000 under 14,254 49,805 45,453 11,215 29,609 4,876 7,451 4,876 1,222
$4,000 under §$5,000...... 10,938 49,378 46,302 8,364 29,576 3,387 7,170 3,387 1,203
$5,000 under $7,000... 16,025 94,751 88,901 11,992 55,010 5,493 12,752 5,493 2,220
$7,000 under $10,000.. 14,363 119,555 101,434 11,022 64,673 6,200 21,497 6,200 4,072
$10,000 under $15,000. 14,980 183,037 156,646 11,828 95,059 7,136 33,899 7,136 7,084
$15,000 under $25,000. 13,808 266,291 217,952 10,636 131,795 7,278 53,047 7,278 12,762
$25,000 under $50,000,. 10,252 352,856 300,869 7,776 158,943 5,446 66,578 5,425 19,956
$50,000 under $100,000... 4,723 323,459 263,748 3,572 127,317 2,774 64,689 2,774 25,007
$100,000 under $200,000 1,940 260,375 228,857 1,389 98,353 1,039 38,848 1,039 18,019
$200,000 under $500,000.. 817 241,750 209,465 619 82,574 441 34,913 439 18,904
$500,000 under $1,000,000.. 204 140,381 118,167 150 37,708 116 23,260 116 13,287
$1,000,000 or mOre...oavennnse- . 113 260,185 229,780 97 99,241 70 33,328 70 19,798
ESTATES

Totalie.vveeenns heeeeaeans F S TR T PPN 40,877 737,157 645,174 17,031 212,731 17,715 157,368 17,713 564,227
No total income.....ceeeenss Ceeeetiaeaeieerinetecnae e B 1,288 -5,089 14,654 (*) (*) - - - -

Under $1,000.....0.vueenn 5,277 2,606 8,258 1,426 582 *) * *) *
$1,000 under $2,000. 4,200 6,096 8,158 1,043 1,046 1,363 809 1,363 117
$2,000 under $3,000. 4,046 10,023 9,238 1,628 2,918 1,629 2,321 1,629 349
$3,000 under $4,000. 2,737 9,506 8,650 1,423 3,539 897 2,046 897 334
$4,000 under $5,000. 2,740 12,498 11,386 1,003 4,109 1,366 3,901 1,366 671
$5,000 under $7,000... 4,110 24,530 21,501 2,002 7,923 1,845 5,770 1,845 1,026
$7,000 under $10,000 3,327 28,062 19,706 1,376 7,127 2,112 10,283 2,112 2,011
$10,000 under $15,000. 3,378 41,429 32,226 1,613 12,223 1,918 12,715 1,918 2,775
$15,000 under $25,000.... 3,636 70,542 51,539 1,811 20,285 2,420 21,436 2,420 5,349
$25,000 under $50,000 3,287 113,772 93,532 1,864 36,182 1,982 29,617 1,982 9,374
$50,000 under $100,000. 1,666 116,043 94,680 1,081 36,281 1,043 24,507. 1,043 9,524
$100,000 under $200,000,. 798 107,339 95,237 444 31,853 418 15,497 418 7,043
$200,000 under $500,000., 278 84,005 72,195 190 23,667 ‘176 13,567 174 7,288
$500,000 under $1,000,000 73 50,797 44,209 45 11,130 47 7,180 47 4,024
$1,000,000 or more. 36 64,998 60,004 25 13,796 25 7,580 25 4,321

TRUSTS

Total... 152,475 1,696,750 1,543,018; 111,249 851,544 52,795 255,201 52,774 91,583
No £0tal 4nCome. . e titaiosetiacioseeseiosrarotsoressrrtosssnsssnasnoraresssanney 3,058 -5,7179 7,587 {*) *) - - - -
Under §1,000.. 36,416 15,863 17,124 16,372 6,558 12,913 2,883 12,913 411
$1,000 under § 21,880 31,799 80,486 16,548 19,069 5,883 4,662 5,883 697
$2,000 under 14,764 36,564 35,112 12,278 23,243 3,992 4,323 3,992 682
$3,000 under 11,517 40,299 36,803 9,792 26,070 3,979 5,405 3,979 888
$4,000 under 8,198 36,880 34,916 7,361 25,467 2,021 3,270 2,021 532
$5,000 under $7,000... 11,915 70,221 67,400 9,990 47,087 3,648 6,982 3,648 1,195
$7,000 under $10,000.. 11,036 91,493 81,729 9,646 57,546 4,088 11,214 4,088 2,061
$10,000 under $15,000. 11,602 141,608 124,420 10,215 82,836 5,218 21,184 5,218 4,309
$15,000 under $25,000. 10,172 195,749 166,413 8,825 111,510 4,858 31,610 4,858 7,413
$25,000 under $50,000... 6,965 239,084 207,337 5,912 122,761 3,464 36,961 3,443 10,582
$50,000 under $100,000.. 3,057 207,416 169,068 2,491 91,036 1,731 40,182 1,731 15,482
$100,000 under $200,000. 1,142 153,036 133,620 945 66,500 621 23,351 621 10,976
$200,000 under $500,000, 539 157,745 137,270 429 58,907 265 21,346 265 11,615
$500,000 under $1,000,000 131 89,585 73,958 105 26,578 69 16,079 69 9,263
$1,000,000 or more...... 83 195,187 169,775 72 85,446 45 25,748 45 15,477

Footnote at end of table.



Fiduciary Income Tax Returns for 1970

Table 20. ~-NUMBER OF ESTATES AND TRUSTS BY ACCOUNTING PERIOD AND SIZE OF TOTAL INCOME—Continued

45

(A1l figures are estimstes based on sampl are in th of dollars)
Part-year accounting period
Total Distributions Income tax
Size of total {ncome Numb, income Total deductions Taxable inceme after credits
umber (less deductions
loss) Number Amount Number Amount Number Amount
19) (20) 21) (22) (23) (24) (25) (26) @7
ESTATES AND TRUSTS

B e 83,976 586,057 497,155 29,871 158,903 32,614 162,201 32,611 49,250
No total income....... R R R T TR cetitriitataeeaan teseraneans 4,707 -11,381 11,576 (*) * - - - -
Under $1,000.... . 22,409 10,278 22,688 6,511 2,537 3,556 870 3,556 123
$1,000 under $2,000. .| 15,627 22,936 23,694 5,324 5,699 6,233 4,789 6,233 704
$2,000 under $3,000... . 8,237 20,289 17,462 2,724 4,751 3,987 5,504 3,987 850
$3,000 under $4,000. ceas 6,274 21,648 17,341 2,493 5,487 3,246 6,104 3,246 990
$4,000 under $5,000... 4,395 19,579 14,811 2,300 7,545 2,096 5,568 2,096 946
$5,000 under 5,601 33,329 23,378 2,352 9,291 3,305 11,423 3,305 2,039
§7,000 under $10,000 4,730 39,589 30,093 2,034 11,255 2,780 14,253 2,780 2,769
$10,000 under $15,000. 4,486 54,531 36,444 1,967 15,452 2,764 20,039 2,764 4,300
$15,000 under $25,000. 3,339 63,158 44,631 1,774 18,453 2,021 20,619 2,021 5,181
$25,000 under $50,000... 2,341 79,808 57,310 1,190 | 22,974 1,575 24,367 1,575 7,659
$50,000 under $100,000... . 1,247 85,823 68,753 651 20,833 681 18,936 679 7,558
$100,000 under $200,000. . 385 51,892 50,938 220 13,512 250 12,246 250 5,920
$200,000 under $500,000.. . 161 46,685 36,964 57 12,119 97 10,071 96 5,779
$500,000 under $1,000,000 e . 23 14,905 13,190 13 3,120 14 2,107 14 1,201
§1,000,000 OF MOTCuersraenansnrsceancorsrnsessonsasans . 14 32,987 27,881 10 4,978 9 5,305 9 3,233

ESTATES

TOLALs s s varracerorsanarnnciossasnnnnnn Ceeeteeiiareesiiieiaiieeeaaiaa.. | 65,427 | 450,771 | 378,764 16,641 | 90,212 27,684 | 136,843 27,681 39,889
No total income.. 3,922 -8,937 10,318 *) *) - - - -
Under $1,000....uceeearsanns . 16,845 8,014 19,932 3,051 1,306 2,255 464 2,255 66
$1,000 under $2,000 . 12,041 17,645 18,799 2,787 2,964 5,250 3,643 5,250 532
$2,000 under $3,000 . 6,740 16,678 13,714 1,435 2,336 3,729 5,237 3,729 809
$3,000 under $4,000 . 4,689 16,180 11,645 1,210 2,262 2,942 5,677 2,942 925
$4,000 under $5,000..... 3,531 15,678 11,120 1,537 4,529 1,949 5,105 1,949 866
$5,000 under $7,000.. 4,517 27,225 17,620 1,525 6,168 2,992 10,302 2,992 1,840
$7,000 under $10,000. 3,808 31,884 23,297 1,270 6,299 2,378 13,086 2,378 2,559
$10,000 under $15,000 3,477 42,336 26,197 1,104 8,180 2,357 18,006 2,357 3,898
$15,000 under $25,000 2,613 49,295 33,086 1,184 | 10,217 1,664 18,230 1,664 4,643
$25,000 under $50,000 1,851 61,815 42,657 743 12,844 1,323 21,012 1,323 6,614
$50,000 under $100,000........ 978 67,636 53,423 421 13,042 560 15,858 558 6,403
$100,000 under $200,000. 278 37,455 38,777 140 7,957 200 9,725 200 4,712
$200,000 under $500,000, 106 28,949 24,115 57 6,006 65 5,056 64 2,795
$500,000 under $1,000,00l 20 13,168 11,808 11 2,825 12 1,752 12 1,009
$1,000,000 or more........ 11 25,748 22,257 7 2,685 8 3,690 8 2,218

TRUSTS

TOEAL e utet ittt ittt ittt e ie st e e e e enaenseaass | 18,549 | 135,286 | 118,391 13,230 | 68,691 4,930 25,358 4,930 9,361
No total income..... 785 -2,443 1,258 *) ) - - - -
Under $1,000,........ 5,564 2,264 2,756 3,460 1,231 1,301 406 1,301 57
$1,000 under $2,000, 3,586 5,291 4,895 2,537 2,735 983 1,146 983 172
$2,000 under $3,000. 1,497 3,611 3,748 1,289 2,415
$3,000 under $4,000. 1,585 5,667 5,696 1,283 3,225 709 1,157 709 185
$4,000 under $5,000., 864 3,%02 3,691 763 3,016
$5,000 under $7,000.... . 1,084 6,104 5,758 827 3,122
$7,000 under $10,000, "s22 7,704 6,796 766 4.956 75 2,288 715 409
$10,000 under $15,000 1,009 12,195 10,248 863 7,272 407 2,033 407 402
$15,000 under $25,000 726 13,863 11,545 590 8,236 357 2,389 357 538
$25,000 under $50,000.......... 490 17,993 14,652 447 10,130 252 3,356 252 1,045
$50,000 under $100,000. .. 269 18,186 15,330 230 7,791 121 3,079 121 1,155
$100,000 under $200,000. .. 107 14,438 12,161 80 5,555 50 2,522 50 1,207
$200,000 under $500,000.. ces 55 17,736 12,849 40 6,112 32 5,015 32 2,984
$500,000 under $1,000,000. 3 1,737 1,382 2 294 2 354 2 192
$1,000,000 OF MOT€.rverrevrnnsoeeenens 3 7,239 5,624 3 2,292 1 1,614 1 1,015

(*) An esterisk in a cell denotes that the estimate is not shown separately because of high sampling variability.

However, the data are included in the appropriate totals.
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Table 21. ~HISTORICAL SUMMARY, 1960-1970

[All figures are estimates based on sampl y are in of dollars)
Item 1360 1962 1965 1970
(1) 2) 3) %)
ESTATES AND TRUSTS
Number of estates and trusts, total.. 579,660 598,160 797,503 1,027,283
226,382 259,934 343,596 379,899
Nontaxable... 353,278 338,226 453,905 647,384
TOEAL LNCOME . s 4o nenssasaarnnaasessasssstasnrssasssessessonnnsassnnasesssssssnonnsnssasasssse . 5,267,022 5,937,095 8,511,770 10,123,628
Dividends before exclusion. 2,183,106 2,466,217 3,113,261 4,086,041
Interest received..errrsresorseanonnen “en 487,268 565,322 783,169 1,718,995
Partnership, estate, and trust: Net profit (less loss). 167,160 156,956 224,920 319,597
Gross rents and royalties.. en 797,184 803,022 999,788 1,461,341
Sole proprietorship: Gross profit (less loss) 289,249 175,379 482,862 537,313
Sales of capital assets: Net gain (less loss) 1,237,221 1,589,087 2,835,265 1,825,934
Other sources: Net gain (less lo88).....c.... . . cee 105,834 181,137 72,504 183,129
Total deductions,.......oveecuen 4,443,318 4,894,468 6,713,515 8,784,086
Distributions deduction, . 2,398,182 2,737,414 3,292,543 4,785,506
- All other deductioms.. 2,045,136 2,157,054 3,420,972 3,998,580
Taxable income.......cocoeevrens 1,046,507 1,226,099 1,950,790 1,851, 540
Income tax after credits 361,665 429,987 658,885 1611,056
Total taxX........ 361,665 429,987 658,885 2618,594
Number of estates, total........ 154,236 151,380 220,593 274,885
Taxable...... . 67,500 70,302 95,989 128,742
Nontaxable. .. 86,736 81,077 124,606 146,143
Totel income....oesvesesreesss 1,181,224 1,239,262 1,854,830 2,610,111
Dividends before exclusions 336,733 348,160 461,529 623,408
Interest recefved............ ceeen PR e . 157,512 183,560 297,905 639,453
Partnership, estate, and trust: Nect profit (less loss). . 42,840 38,902 50,599 70,571
Gross rents and royalties......ceeeeeceeeraneres . 244,194 250,064 307,511 498,308
Sole proprietorship: Gross profit (less loss) . 160,964 113,309 287,090 320,240
Sale of capital assets: Net gain (less loss). 193,331 237,141 404,285 374,340
Other sources: Net gain (less loss)....... 45,650 68,130 45,909 83,567
Total deductions....eeses.. . . ) ) 1,454,835 2,158,451
Distributions deductiom. 314,115 357,069 433,140 659,928
All other deductions.. ?) @) 1,021,695 1,498,523
Taxable income.....eveesse . 294,822 311,662 494,960 689,690
Income tax after credits 91,160 97,326 142,818 1206,429
Total tax... 91,160 97,326 142,918 3207,699
TRUSTS
Number of trusts, total 425,424 446,780 576,908 752,398
Taxable....... 158,882 189,632 247,607 251,157
Nontaxable.... 266,542 257,149 329,301 501,241
Total income...... . 4,085,798 4,697,833 6,656,940 7,513,516
Dividends before exclusion...... . 1,846,373 2,118,057 2,651,730 3,462,633
Interest recedved,iiiiiveioisserinneronn tevesseanes . 329,756 381,762 485,263 1,079,541
Partnership, estate, and trust: Net profit (less loss). . 124,320 118,055 174,321 249,026
Gross rents and royalties..... 552,990 552,958 692,279 963,032
Sole proprietorship: Gross prof: 128,285 62,070 195,772 217,073
Sales of capital assets: Net gain (less loss) 1,043,890 1,351,945 2,430,978 1,451,595
Other sources: Net gain (less loss)............ 60,184 113,006 26,595 99,562
Total deductions.. (&1 * 5,258,681 6,625,635
Discributions deduction. 2,084,067 2,380,345 2,859,402 4,125,578
All other deductions.,... ) 2,399,279 2,500,057
Taxable income..... cesnens 751,685 914,437 1,455,830 1,161,851
Income tax after credits 270,505 332,662 516,067 11&0!4,627
Total taX.isievecveannnrenn 270,505 332,662 516,067 2610,895

lIngludes surcharge,
2Includes additional tax for tax preferences and tax from recomputing prior year's investment credit.
3Not available.
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o 1041 U.S, Flduciary Incomeax Rern ¢ 1970

Department of the Treasury

Intarnal Revenue Service beginning 1970, ending 19

Check whether: Name of estate or trust (‘*Grantor type'” trusts, see instruction 0.) Employer ldentification Number
[ Estate
O simple trust Name and titie of fiduciary

[J Complex trust

if trust, check whether: | addcess of fiduciary (number and street)
[ Testamentary

[] Ifter vivos

Also check whether:
[JPootedincome fund

Dividends (Enter full amount before exclusion)

City, State, and ZIP cods

=

Interest

Income from partnerships and other fiduciaries

Gross rents and royalties

Net gain (loss) from capita! assets (line 12, column 3, Schedule D, Form 1041)

INCOME

Ordinary gains and losses (line 15, Schedule D, Form 1041)

Other income (State nature of income)

2
3
4
5 Gross profit (toss) from trade or business
6
7
8
9

Tota! income (lines 1 to 8, inclusive)

10 Interest

11 Taxes

12 Fiduciary's portion of depreciation (Schedule A) and depletion. Explain depletion
13 Charitable deduction (line 9, Schedule B)

14 Other deductions (ltemize)

15 Total (lines 10 to 14, inclusive)
16 Line 9 minus line 15 (Complex trusts and estates enter this amount on line 1 in Schedule C also)
17 Deduction for distributions to beneficiaries

DEDUCTIONS

18 Adjustment of dividend exciusion
19 Federal estate tax attributable to income in respect of a decedent (Fiduciary's share)

20 Long-term capitai gain deduction. Enter 50% of line 13(e), Scheduie D, Form 1041
21 Exemption

22 Total (lines 17 to 21, inclusive)

23 Taxable income of fiduciary (line 16 minus line 22)

24 Tax on amount on line 23 (See tax rate schedule)

25 If alternative tax is applicable, enter the tax from line 21 (or 42 if applicable), Schedule D, Form 1041

26 Tax surcharge (See instruction 26)
27 Total (line 24 or line 25, whichever is applicable, and line 26)
28 Fiduciary's share of foreign tax credit (Attach Form 1116)

29 Fiduciary's share of investment credit (Attach Form 3468)

30 Total (lines 28 and 29)

31 Balance (line 27 less line 30)

32 Tax from recomputing fiduciary’'s share of prior year investment credit (Attach Form 4255)
33 Minimum tax (Attach Form 4626)

34 Total (lines 31 to 33, inclusive)

35 Fiduciary’s share of credit for tax paid at source on tax-free covenant bond interest

36 Credit for special fuels, nonhighway Fed. gas. tax and Lub. oil (Attach Form 4136)

37 Credit from regulated investment companies (Attach Form 2439)
38 Tax previously paid (Attach Form 2758)

39 Tax withheid (Attach Form W-2)

40 Total (lines 35 to 39, inclusive)

41 Balance of tax due (line 34 iess line 40)

42 Overpayment (line 40 less line 34)

COMPUTATION OF TAX

Under penalties of perjury, | dectare that { have ined this return, i ing schedules and stalements, and to the best of my knowledge and belief it is true,
corsect, and complete, If prepared by a person other than taxpayer, his declaratmn is based on all intormation of which he has any knowledge.

Slgn ’ Signature of fiduciary os officer representing fiduciary Date

here } i
Signature of preparer other than fiduciary Address Date
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Form 1041 (1570) Page 2
Schedule A.~—DEPRECIATION—Taxpayers using Proced 62-21 and 65~13: Make no entry in column 2, enter the cost or other
basis of assets held at end of year in column- 3, enter the accumulated depreciation at end of year in column 4.
4. Depreciation 5. Method of e
1. Group and guideline class 2. Date 3. Cost or + 6. Life or 7. Deprecistion for
or description of property acguired other basis '""I“'"‘dw‘l’;ra;la‘:'::hle d:':‘:i‘:lt?:n rate this year

1 Total additional first-year depreciation—estates only (do not include in ltems below)

2Totals &« v &« ¢ ¢« 4 ¢ 4 e 4 a4 e . “ e e w'e s & s 8 s s s ®

3 Less amount of depreciation claimed elsewhere onretum « « + « &« o o o o o s o o s s » s »

4 Balance(line2lessline3). . . . . . . . . 4 . e b 4 e e e e s e s e e e s s e
5 Fiduciary's portion of line 4. Enterhere andonline 12, pagel . . . . . v + v + o 4 o o « o

Schedule B.—CHARITABLE DEDUCTION~— (attach statement giving name and address of charitable organization.)

1 Amounts paid or permanently set aside for charitable purposes from current year's income. o « « o« o s
2 Tax-exempt interest allocable to charitable distribution . » & &« & o o o« o o o o

(Complete lines 3 and 4 below only if gain on line 11, column 2, Schedule D, Form 1041,
exceeds loss on line 10, column 2, Schedule D, Form 1041)

8 (a) Long-term capital gain included on line 1 . . N
(Do not complete fines (b) and (c) if such amounts are greater than
line (a))

(b) Enter gain on line 11, column 2, Schedule D, Form 1041, minus
loss on line 10, column 2, Schedule D, Form 1041 , . . .
(c) Enter gain on line 11, column 3, Schedule D, Form 1041, minus
loss on line 10, column 3, Schedule D, Form 1041, , . . .
Enter 50% of the smallest of line 3(a), line 3(b), or liNe 3(C) « o + o o s o« o =

Entersumofline2andlined. « « & ¢ o« & o 4 ¢ 2 o 5 o o s o o o 2 s o 8 o o o o

Enter short-term capital gains and 509% of the long-term capital gains of the current taxable year allocable to corpus,

paid or permanently set aside for charitable purposes. +« . « . . v 4 4 v 4 4 4 e e e e e e
Amounts paid or permanently set aside for charitable purposes other than from income of the current year. . .
9 Total (line 6 plus lines 7 and 8). Enter hereand on line 13, page 1. . . . « + o o« « u o o « o .

4

5

6 Balance (linelminusline5) « 4 o o o o & 2 o o o s o o o o o o s s o s o s o o« o
7

8

Schedule C.—DISTRIBUTABLE NET INCOME AND DISTRIBUTIONS DEDUCTION

lEnteramountfremiine 16,2282 1. . & & v 4 4 4 4 t o s o s 8 s s o s 5 » s o o o

2 Add: (a) Tax-exemptinterest(asadjusted) + ¢ ¢ « 4 o & 4 o v o o o o o s o o o o o o

(b) Net gain shown on line 12, column 1, Schedule D, Form 1041, If net loss, enter zer0 s o o« « o o

(c) Lines4dand7,Schedule B. & o o o & o o o o o 2 o s o o o o o s o« o s o »

(d) Short-term capital gainincludedoniine1,ScheduleB & &« « o o o 2 o s ¢ o « o o o =

(e) If amounton line 6, page 1, isaloss, enteramount here. « o & & « o o o o o o o o o

{8 Total (line 1 throughline2(6)) '+ + + & « « o &« o 2 & o s o o o « s o o o » o s o o
4 If amount on line 6, page 1,isagain, enter amount here s o« o o « o « « o o 2 2 o o » s » &

5 Distributable net income (line 3 MiNUS i 4) = & 4 & o o o o o o » o o o o o o o o o o

6 Amount of income required tobe distributedcurrently’ « v 4 4 . ¢ ¢ 4 . 5 e o o o s s & s o

7 Other amounts paid, credited, or otherwise required to be distributed. o « o o « o o o o o »

BTotal(lines6and7). « o o s = « o o o o o © s 2 « s o o o o o s o o s s o o =

9 Enter the total of tax-exempt income includedonlines 6and 7. & 4 o o « o s o o o o o » o s

10 Balance (line8minus line9) « « 4 + v 4 4 « o o « 2 4 4 6 & o o 8 = 8 e 8 o 8 8
11 Enter distributable net income (line5,above) 4 &« « ¢ 4 ¢ © 4 & s ¢ & s 6 5 6 s o s 8 o o
12 Enter the amount from fine2(a),above =« « & o o o ¢ ¢ o o o o 5 o s ¢ o o s s o o o o

13 Balance (linellminustine12) . « . ¢ & ¢ & & ¢ 4 4 4 e v s e 4 v s s e e ...
14 Distributions deduction. Enter here and on line 17, page 1, the lesser of line 10 or line 13 above . . . . . .

e—— e
———e e

1 Date trust was created or, if an estate, date of decedent’s death. 5 If the estate or trust received income from a nominee, state name,

2 Did the estate or trust, at any time during the taxable year,

employer identification number, and address of nominee.

have any interest in or signature or other authority over a bank,

securities, or other financial account in a foreign country?
[0 Yes [J No. 1t "Yes,” attach Form 4683. (For definitions,

see Form 4683.)

8 If you had tax-exempt income, have you deducted only that por-
tion of expenses allocable to taxable income? [J Yes [] No. If “Yes,” state amount

6 If a complex trust, is this a section 663(b) election? [JYes [JNo

4 Has final distribution of assets been made’ during the year? 7 State number of Schedule(s) E (Form 1041), or substitute form,

[J Yes [] No. If “Yes,” final date attached
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Depertment of theTreasury
internal Revenue Service

Instructions for Form 1041
U.S. Fiduciary Income Tax Return

(References are to the Internal Revenue Code, unless otherwise noted)

General Instructions
New rules—Fiduciaries should file Form

990 for charitable trusts as described in sec-

tion 4947(a)(1), and Form 1041-B for chari-
table-remainder trusts as described in section
664.

A. Requirement of return.—Fi-
duciaries. are required to file Form
1041 for:

(1) domestic estates with (a)
gross income for the taxable year of
$600 or over, or (b) any beneficiary
who is a nonresident alien; and

(2) domestic trusts taxable un-
der section 641 with (a) any taxable
income for the taxable year, or (b)
gross income of $600 or over re-
gardless of the amount of taxable
income, or (c) any beneficiary who
is a nonresident alien.

B. Employer identification num-
ber.—Application for the employer
identification number for the estate
or trust must be made on Form
SS—4 which may be obtained from
any District Director of Internal
Revenue or Director of a Service
Center, or from any district office of
the Social Security Administration.

C. Other returns which may be
required of fiduciaries.—(1) Form
1040.—For last taxable year of de-
cedent; also for a minor or an in-
sane person.

(2) Form 1040NR.—Nonresi-
dent alien beneficiaries, estates and
trusts.

(3) Form 1042.—Income tax
withheld at source on payments to
nonresident aliens.

(4) Forms. 1096 and 1099.—
Certain payments of $600 or more
made by estate or trust engaged in
a trade or business.

(5) Form 56, Notice of Fiduciary
Relationship.

(6) Form 706, Estate Tax Return,
for decedents whose gross estate
exceeded $60,000 at date of death.

(7) Form 1041-A.—Charitable
deduction claimed by a trust; aiso a
trust described in section 4947(a).

. W:shlngtnn

D. Period to be covered by re-
turn.—Form 1041 must be filed for
the calendar year 1970 or fiscal year
beginning in 1970. If return is filed
for other than a calendar year, fill
in the taxable year space at top of
return. If this is the last return the
taxpayer is required to file, write
“FINAL RETURN" at the top of the
form.

E. Time for filing return.—Form
1041 must be filed on or before the
15th day of the 4th month-following
the close of the taxable year of the
estate or trust.

F. Place for filing return.
H the fiduciary resides or

has his principal place of Use this address
business in

internal Revenue Service
nter

11601 Roosevelt Boulevard

Virginia Phitadelphia, Pa. 19155

Alabama, Florida, Georgia, Internal Revenue Service
Mlsslssmm North Carolina, Center

4800 Buford Highway
Chamblee, Georgia 30006

Internal Revenue Service
Center
Ci i, Ohio 45238

Delaware, District of
Columbla Maryland, New
Jersey, Pennsylvama

South Carolina, Tennessee

indiana, Kentucky,
chhlgan Ohio, West
Virginia

Arkansas, Colorado, Kansas,
Louisiana, New Mexico,
Oklahoma Texas, Wyommg

Intarn'al Revenue Service

[
3651 S, Intevregmnal

Highwa:
Aushn Taxas 78740

- instrument which

Internal Revenue Service
Center
1160 West 1200 South

Street
Ogden, Utah 84405
Internal Revenue Service

Center
2306 E. Bannister Road
Kansas City, Missouri
64170

Alaska, Arizona, California,
Hawaii, Idaho, Mantana,
Navadl Orezon Utah,

{llinois, lowa, Nebraska,
North Dakota, South
Dakota, Missouri,
Minnesota, Wisconsin

internal Revenue Service

Center
310 Lowell Street
Andover, Mass.

Connecticut, Maine,
Massachusetts, New
Hampshire, New York,

Rhode Island, Vermont 01812

G. Signature and verification.—
The return must be signed by the
individual fiduciary, or by the au-
thorized officer of the organization
receiving or having custody or con-
tro! and management of the income
of the estate or trust. If a substantial
number of Forms 1041 are ex-
ecuted by a fiduciary, facsimile
signatures may .be used subject to
the conditions contained in Revenue
Ruling 68-500 concerning the
covering letter and the use of fac-
simile signatures on returns which
are reproduced by photocopying or
similar reproductive methods.

The return must also be signed
by the person, or in the name of the
firm or corporation preparing the
fiduciary's return for compensation.
This verification is not required if
the return is prepared by a regular
fuli-time employee of the fiduciary.

H. Payment of tax.—The tax of
a trust must be paid in full when
the return is filed. The tax of an
estate must be paid in full when the
return is filed or in four equal in-
staliments on or before the 15th day
of the 4th, 7th, 10th, and 13th
months following the close of the
taxable year.

The tax may be paid in cash or by
check or money order drawn to the
order of ‘‘Internal Revenue Service."
Please enter the employer identifi-
cation number on all remittances.

Section 6651 provides for addi-
tions to the tax for both delinquent
returns and for delinquent pay-
ments of tax.

I. Copy of governing instrument
and fiduciary's declaration.—If the
gross income of the estate or trust
is $5,000 or over, a copy of the will
or trust instrument accompanied by
the written declaration of the fidu-
ciary under the penalties of perjury
that it is a true and complete copy
must be filed with the return of the
estate or trust.

The fiduciary must also file with
the return his statement indicating
the provisions of the governing
in his opinion
determine the extent to which the
income of the estate or trust is tax-
able to the estate or trust, to the
beneficiaries, or to the grantor or a
person other than the grantor. In
making such determination, the fi-
duciary must give particular atten-
tion to sections 671 through 678
which relate (a) to taxation of the
income of a trust to the grantor be-
cause of his retention or possession
of (i) a reversionary interest, (i) a
power to revoke or to control bene-
ficial enjoyment, (iii) administrative
powers, or (iv) the right to income,
and (b) to taxation of the income of
a trust to a person other than the
grantor because of the possession
of such power over the trust as
would constitute such a person the
substantial owner of all or a portion
of the trust.

If a copy of the governing instru-
ment and the statement of the fidu-
ciary have once been filed with a
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return, they need not again be fiied,
provided subsequent returns con-
tain a statement showing when and
where such documents were filed.
However, if the instrument is
amended in any way after a copy has
been filed, a copy of the amendment
must be filed with the return for the
taxable year in which the amend-
ment is made. The fiduciary must
also file his statement indicating the
effect, if any, in his opinion, of such
amendment on the extent to which
the income of the trust is taxable to
the trust, the beneficiaries, or to the
grantor or a person other than the
grantor.

J. Accounting period.—To
change your accounting period, see
section 1.442-1 of the regulations
and Form 1128, Application for
Change in Accounting Period.

K. Accounting methods.—Tax-
able income must be computed
using the method of accounting reg-
ularly used by the taxpayer-in main-
taining its books and records. In all
cases the method adopted must
clearly reflect taxable income. (See
section 446.) Unless the law specif-
ically permits, a taxpayer may not
change the method of accounting
used to report income in prior years
(for income as a whole or for any
material item) without first securing
consent on Form 3115, Application
for Change in Accounting Method.

Rounding off to whole-dollar
amounts. The money items on your
return and accompanying scheduies
may be shown as whole-dollar
amounts by eliminating any amount
less than 50 cents and increasing
any amount from 50 cents through
99 cents to the next higher dollar.

L. Income of decedents and de-
duction for Federal estate tax.—
Section 691 provides for the inclu-
sion, when received, .in gross income
of an estate or trust of amounts of
gross, income which, although at-
tributable to the decedent, were not
properly inctudible in his return for
any period up to the date of his
death. This includes income from
installment obligations. The same
section allows deductions for busi-
ness expenses, interest, taxes, de-
pletion, etc., and foreign tax credits
to the estate or other person receiv-
ing the property to which the deduc-
tion or credit pertains.

2

Federal estate tax previously
paid, which was attributable to the
inclusion in a decedent's gross
estate of the right to receive items
of income treated as income in re-
spect of a decedent and includible
in gross income on the fiduciary re-
turn, is allowable as a deduction
either to the fiduciary or to the bene-
ficiaries, depending on whether or
not such income is paid, credited;
or required to be distributed. The
fiduciary is entitled to deduct only
the portion of the estate tax attrib-
utable to such income, which was
not (during the taxable year in which
received) paid, credited, or required
to be distributed to a beneficiary.
See the reguiations under section
691 for further information on the
computation of the deduction. The
amount "allowable to the fiduciary
should be deducted on line 19, page
1 of the return. Any deductions in
this connection to which benefici-
aries are entitled must be shown on
line 7 of Schedule E (Form 1041),
or the fiduciary’s acceptable sub-
stitute.

M. Final return.—lIf final distri-
bution of assets has been made
during the year, all income of the
estate or trust must be entered as
distributed to the beneficiaries with-
out reduction for the amount
claimed for the exemption.

N. Unused loss carryover and ex-
cess deductions on termination.—
On final termination of an estate or
trust there are certain types of de-
ductions which may be passed on to
beneficiaries.. If a net operating loss
carryover under section 172, or a
capital loss carryover under section
1212, would be allowable in a sub-
sequent year if the estate or trust
had not terminated, such carryover
is allowable to the beneficiaries suc-
ceeding to the property of the estate
or trust. If for its final taxable year,
the estate or trust is entitled to de-
ductions (other than deductions for
exemption and charitable deduc-
tion) in excess of its gross income,
the excess deductions are aliowable
to such beneficiaries. See the regu-
lations under section 642 for the
methods of computing these deduc-
tions. If beneficiaries of an estate or
trust are entitled to any of these
deductions, the fiduciary must at-
tach to the return a schedule show-
ing the computation of each type of
deduction and the allocation to ben-

eficiaries. The type of deduction and
the amount allocable to each bene-
ficiary must -also be shown on line
7 of Schedule E (Form 1041), or the
fiduciary’'s acceptable substitute.

0. Income taxable to the grantor
or substantial owner.—If any part
of the income of the trust is taxable
to the grantor, to his spouse, or to
another person under any of sec-
tions 671 through 678, sych part
must not be reported on' Form 1041;
rather, such income and the de-
ductions and credits applicable
thereto must be shown in a separate
statement to be attached to Form
1041. The name. identifying num-
ber, and address of the grantor,
spouse, or other person to whom the
income is taxable must be included
in this separate statement to be at-
tached to Form 1041. In addition,
the name of the grantor, spouse, or
other person to whom the income is
taxable must be reported in paren-
thesis following the name of the
trust in the name block at the top
of page 1 of Form 1041. Section
170(H)(2)}(B) and (C) contains spe-
cial rules concerning the charitable
deduction for gifts of income inter-
ests in the case of a grantor of a
trust who is treated as the owner for
purposes of section 671:

P. Simple and complex trusts.—
If the terms.of the governing instru-
ment of a trust require that all of its
income (determined under the gov-
erning instrument and iocal law) be
distributed currently and do not
provide that any amounts may be
paid, permanently set aside, or used
in the taxable year for the charitable
purposes specified in section
642(c), such a trust may qualify as
a “simple” trust under section
651(a). Such a trust is qualified
under section 651(a) only in those
taxable years of the trust in which
it does not distribute to a beneficiary
amounts other than amounts of in-
come (determined under the gov-
erning instrument and local law) re-
quired to be distributed currently.
Section 651(a) is not applicable to
estates.

Any trust which does not qualify
for the taxable year under section.
651(a) is treated as a '‘complex”
trust under section 661(a). All
estates are treated under section
661(a) in the same manner as
‘“‘complex’’ trusts.
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Q. Completion of return.—The
specific instructions explain how all
estates and trusts should complete
the lines on the form. However,
since’ Schedules B and C of the re-
turn are necessary only for estates
and complex trusts, the instructions
relating to those schedules may be
disregarded by simple trusts. Gen-
erally the same is aiso true as to
Schedule D (Form 1041) in the case
of simple trusts reporting no gains
and losses from sales and ex-
changes of capital assets and other
property. Schedule E (Form 1041)
for each beneficiary, or the fiduci-
ary's acceptable substitute, must be
fited with Form 1041.

R. Certain dividends received by
simple trusts.—An exception to the
instructions applies in the case of a
simple trust receiving extraordinary
dividends or taxable stock divi-
dends, or both, which the trustee,
acting in good faith, does not pay
or credit to any beneficiary because
of his determination that they are
allocable to corpus under the terms
of the governing instrument and
local law. The law provides that such
items must be excluded from dis-
tributable net income. If line 1, page
1 of the return. includes any divi-
dends so treated, they must be ex-
cluded from the amount on line 17
and from Schedule E (Form 1041),
or the fiduciary's acceptable sub-
stitute, and an explanatory state-
ment must be attached to the
return.

S. Short-form method for simple
trusts.—Simple trusts are not re-
quired to complete Schedules B
and C. The following short-form
method of completing the return
may be used for simple trusts.

Simple trust without capital gains
(or losses)
(a) Reporting income and deduc-

tions.—Complete lines 1 through .

16 in accordance with specific
instructions. _

(b) Determining taxable income
and tax of fiduciary.—If the amount
shown on line 16 is not more than
the amount of income required to
‘be distributed currently (less the
tax-exempt income reduced by the
allocable expense), enter on line 17
the amount shown on line 16 and
enter zero on line 23. Lines 24
through 42 need not be completed.

If the amount shown on line 16

exceeds the amount of income re-
quired to be distributed currently
less nontaxable income, enter on
fine 17 the amount of income re-
quired to be distributed currently
(less the tax-exempt income reduced
by the allocable expense) and com-
plete the remainder of page 1.
Simple trust with capital gains (or
losses)

The short-form method of com-
pleting the return may also be used
for a simple trust with capital gains
(or losses). However, the capital
gains and losses must be reported
in Schedule D (Form 1041), and
the foliowing additional instructions
must be taken into account:

(i) If capital gains are alloca-
ble to corpus, enter on line 17 the
amount of income other than capital
gains required to be distributed
currently.

(ii) If capital gains are alloca-
ble to income, enter on line 17 the
amount of income including capital
gains required to be distributed
currently.

(iii) If line 6 shows a loss,
such loss cannot be carried forward
to Schedule E (Form 1041), or the
fiduciary's acceptable substitute.
Enter on line 17 the amount of in-

come required to be distributed
currently without reduction for
capital losses.

(iv) If line 7 shows a loss, such
loss must be-treated as a deduction
in computing income required to be
distributed currently.

For treatment of capital gains div-
idends and undistributed capital
gains of regulated investment com-
panies, see Schedule D'(Form 1041)
Instructions.

T. Pooled income funds.—Pooled
income funds as defined in section
642(c)(5) must attach the supple-
mental information required in the
regulations issued under section
642(c). This would include the full
statement to support the calculation
of the yearly rate of return, the com-
putation of the deduction for distri-
butions to beneficiaries, and the
computation of the charitable deduc-
tion, if any. It is not necessary to
complete Schedules B and C on
Form 1041. In addition, the pooled
income fund must aiso file Form
1041-A.

U. Private foundation rules.—
See section 4947(a)(2) for the appli-
cation of the provisions relating to
private foundations to split-interest
trusts.

Specific Instructions—Page 1 of return

The following instructions for this page are numbered to corre-
spond with line numbers on return

income

1. Dividends.—Enter the ‘total
(before dividend exclusion) of all
taxable dividends.

"*Dividends’’ or “‘earnings’’ from
the following organizations are con-
sidered interest for Federal income
tax purposes and must be reported
as interest on line 2: mutual savings
banks, cooperative banks, domestic
building and loan associations, do-
mestic savings and loan associa-
tions, and Federal savings and loan
associations, on deposits or with-
drawable accounts; and Federal
credit unions.

For an estate which is a share-

-holder in a ‘‘small business corpora-

tion,” see specific instruction 8.
Note.—An estate or trust may ex-
clude up to $100 of certain dividend
income. However, if all or part of
such dividend income is distributed
to beneficiaries, the deduction al-
lowed to the fiduciary for distribu-

tions to beneficiaries will be reduced
by that part of the exclusion that
bears the same ratio thereto that the
dividends distributed bears to the
total dividends received by the
estate or trust. This is accomplished
in the return by allowing a net ex-
clusion on line 18 which takes into
account both the full exciusion and
the adjustment to the deduction for
distribution to beneficiaries. See
specific instruction 18.

2. Interest.—Enter the total of
all taxable interest. In addition to the
interest described in specific in-
struction 1, this would include
interest on Government obligations,
except interest fully exempt from
tax, interest on bank: deposits,
notes, corporate bonds, tax-free
covenant bonds upon which a Fed-
eral income tax was paid at source,
interest received on tax refunds, etc.

3
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A taxpayer on the cash basis may
elect, as to all non-interest-bearing
obligations issued at a discount and
redeemablie at fixed amounts in-
creasing at stated intervals (for ex-
ample, United States savings
bonds), to include the increase in
redemption price applicable to the
current year. For the year of elec-
tion, the total increase in redemp-
tion price of such obligations occur-
ring between the date of aquisition
and the end of the year must be
included. A taxpayer so electing
must report such income as interest
on line 2 and attach a statement list-
ing the obligations owned and the
computation of accrued income. An

election exercised in the current

year or in a prior year is binding for
all subsequent years.

The pro-rata portion of original
issue discount on corporate bonds
issued after May 27, 1969, must be
included in the gross income of each
bondholder for the taxable year. See
section 1232(a)(3) for additional in-
formation.

3. Income from partnerships and
other fiduciaries.—The estate’s or
trust's share of income of the fol-
lowing classes from a partnership
(including .a syndicate, pool, etc.,
not taxable as a corporation) and
from another fiduciary must be
entered on the appropriate lines:

Dividends,

and

Gains and losses from sale or ex-

change of capital assets and

other property.
The share of all other income or al-
lowable losses from partnerships
and other fiduciaries must be en-
tered on line 3.

4. Rents and royalties.—Enter
the gross amount of rents and roy-
alties received or accrued. Any de-
ductions claimed for interest, taxes,
depreciation or depletion, and re-
pairs must be included on lines 10,
11, 12, and 14, respectively.

5. Profit (or loss) from trade or
business.—If the estate or trust was
engaged in a trade or business dur-
ing the taxable year, attach a state-
ment showing the nature of the trade
or business, gross profit, deduc-
tions, and net income. Enter the
gross profit from the business on
line 5, and items of other income on
other appropriate lines on page 1,

4

according to the character of such
income.

The total deductible expenses,
other than depreciation, depletion,
and charitable contributions must
be included in the amount on line
14, page 1. See specific instructions
for Schedules A and B for deduc-
tions for depreciation, depletion,
and charitable contributions.

6 and 7. Sales and exchanges of
property.—Gains and losses from
the sale or.exchange of property
must be reported in Schedule D
(Form 1041) and the amounts from
lines 12 and 15 of Schedule D
(Form 1041) carried to lines 6 and
7, respectively, on page 1 of Form
1041. See Schedule D (Form 1041)
Instructions.

8. Other income.—Enter the to-
tal of all taxable income not report-
able elsewhere on page 1, and show
the nature of such income, attach-
ing a separate sheet if necessary
for that purpose.

Shareholders of ‘‘Small Business
Corporations.''—An estate which is
a shareholder of a ‘*smal! business
corporation’’ which qualifies to have
its undistributed taxable income
taxed directly to its shareholders
(rather than to the corporation)
must report its share of both the
distributed and undistributed tax-
able income of the corporation as
ordinary income on line 8, page 1,
of Form 1041, except that portion
which is reportable as a long-term
capital gain in Schedule D (Form
1041). Neither type of income is eli-
gible for the dividend exclusion.

Deductions

10. Interest.—Enter deductible
interest paid or accrued, other than
on business indebtedness (which
must be treated according to spe-
cific instruction 5). Do not include
interest on indebtedness incurred or
continued to purchase or carry obli-
gations which yield interest exempt
from tax. For disallowance of un-
paid interest due related persons,
see section 267.

- 11. Taxes.—Enter deductible
taxes paid or accrued during the tax-
able year by the estate or trust.
Some non-Federal taxes are deduct-
ible. Federal import duties, and Fed-
eral excise and stamp taxes are de-
ductible only if paid or incurred in
carrying on a trade or business or in
the production or collection of

income or in the management,
conservation or maintenance of
property held for the production of
income. However, if they are de-
ductible as a business expense,
such taxes and other taxes on prop-
erty used in the trade or business
are to be treated in accordance with
specific instruction 5. The following
taxes are not deductible: (i) gener-
ally, taxes assessed against local
benefits of a kind tending to in-
crease the value of the property as-
sessed; (ii) Federal income taxes;
(iii) ‘estate, inheritance, succession,
or gift taxes, except as noted in the
next paragraph relative to Federal
estate taxes; (iv) taxes imposed
upon the interest of an estate or
trust as a shareholder of a corpora-
tion which are paid by the corpora-
tion without reimbursement from
the estate or trust; and (v) any por-
tion of income, war profits or excess
profits taxes paid or accrued to a
foreign country or United States
possession if any credit is claimed
on line 28, page 1.

Section 691 provides that a tax-
payer required to include in gross
income any amount in respect .of a
decedent may deduct that portion of
the Federal estate tax on the dece-
dent’s estate which is attributable to
the inclusion in the decedent’s
estate of the right to receive such
amount. [f an estate or trust receives
income in respect of a decedent
which is paid, credited, or required
to be distributed to a beneficiary,
see section 691(c)(1)(B).

12. Fiduciary’s portion of depre-
ciation and depletion.—See specific
instructions for Schedule A.

13. Charitable deduction.—See
specific instructions for Schedule B.

14. Other deductions.—Itemize
all authorized deductions not de-
ductible. elsewhere on page 1, at-
taching a separate sheet if neces-
sary. Examples of such deductions
are:

Nontrade or nonbusiness ex-
penses.—Include expenses incurred
either (a) for the production or col-
lection of taxable income, (b) for the
management, conservation, or main-
tenance of property held for the pro-
duction of taxable income, or (c) in
connection: with the determination,
coliection, or refund of any tax.
Losses on worthless bonds and
similar obligations, and nonbusiness
bad debts must be included in
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Schedule D (Form 1041) as losses
on capital assets.

Deductions which may be allow-
able for estate tax purposes.—Note:
Funeral, medical and dental ex-
penses are never deductible in de-
termining the income tax of an
estate.

Sections 2053 and 2054 (deduc-
tions for estate tax purposes) pro-
vide for the deduction from the
gross estate of certain expenses and
losses which are also deductible in
computing the taxable income of the
estate or trust. (Examples include
executor commissions and attorney
fees.) These expenses and losses
are not allowable in computing the
taxable income of an estate or trust
unless there is filed for association
with the return in which the items
are claimed as deductions, a state-
ment in duplicate to the effect that
the items have not been allowed as
deductions from the gross estate of
the decedent under the applicable
Federal estate tax law and that all
rights to have such items allowed at
any time as deductions under the
applicable Federal estate tax faw are
waived. Clearly identify any such
items in the statement and waiver.
This paragraph does not apply with
respect to deductions allowed under
section 691, relating to income in
respect of a decedent.

Bond premium.—Section 171
provides for amortization of bond
premium. In the case of taxable
bonds the amortization of premium
is elective. For estates and trusts the
election may be made only by the
fiduciary. On tax-exempt bonds such
amortization is mandatory, but no
deduction from income is allowable.,

On taxable bonds acquired after
December 31, 1957, the premium
must be amortized to maturity or to
the earliest call date, whichever re-
sults in the smaller amount of amor-
tization for the period to the earliest
call date. On taxable bonds acquired
before January 1, 1958, but after
January 22, 1954, if they were is-
sued after January 22, 1951, and
have a call date not more than 3
years after the date of issue, the
premium must be amortized to ma-
turity. On other bonds the premium
may be amortized to maturity, or to
the date on which first callable. At-
tach a statement showing computa-
tion of deduction.

The basis of tax-exempt bonds
must be reduced by amortization of
premium. In the case of taxable
bonds, the basis must be reduced if
an election has been made to
amortize.

Nonbusiness casualty losses.—
The amount of loss to be deducted
is measured by the fair market
value of the property just before the
casualty less its fair market value
immediately after the casualty (but
not more than the cost or adjusted
basis of the property), reduced by
any insurance or compensation re-
ceived and limited to the amount in
excess of $100 for each loss. If the
estate or trust has any sales, ex-
changes, or involuntary conversions
of property used in a trade or busi-
ness (as described in section 1231)
and capital assets held for more
than six months, each nonbusiness
casualty or theft loss for an asset
held more than six months (as com-
puted above and in excess of $100)
must be reported on Schedule D
(Form 1041). If the estate or trust
has only nonbusiness casualty or
theft losses and no sales, ex-
changes, or involuntary conversions
of property used in a trade or busi-
ness (as described in section 1231)
and capital assets heid for more
than six months, enter each loss (as
computed above and in excess of
$100) on line 14, page 1, Form
1041, rather than on Schedule D
(Form 1041).

Net operating loss deduction.—
The net operating loss allowed by
section 172 is subject to the excep-
tions and limitations contained in
section 1.642(d)-1 of the regula-
tions governing substantial owners
and charitable and distribution de-
ductions. Every taxpayer claiming a
net operating loss deduction must
file with the return a detailed state-
ment showing the computation
thereof.

‘Pollution control facility.—Infor-
mation concerning the deduction
with respect to the amortization of
a certified pollution control facility
may be found in section 169 of the
Code.

Unallowable deductions.—No de-
ductions are allowable (a) for ex-
penses which are allocable to one or
more classes of income (other than
interest income) exempt from tax, or
(b) for any amount relating to ex-
penses for production of ircome

which is allocable to interest income
exempt from tax. For the treatment
of interest expense attributable to
tax-exempt income, see specific in-
struction 10. For the determination
of the amount of expense attribut-
able to tax-exempt income, see
specific instructions for Schedule C.

For the disaliowance of unpaid
expenses due related persons, see
section 267. R

17. Deduction for distributions
to beneficiaries.—See general in-
struction S for the *“short-form
method'" for simple trusts to com-
plete their returns and specific
instructions for Schedule C. Sched-
ule E (Form 1041) for each benefi-
ciary, or the fiduciary's acceptable
substitute, must be filed with Form
1041.

18. Dividend exclusion.—Enter
the lesser of (i) the first $100 (or
less) of dividends received from do-
mestic corporations during the tax-
able year, or (ii) the amount of (i)
reduced by an amount which bears
the same ratio thereto that the total
dividends allocated to beneficiaries
bears to the amount on line 1, page
1 of Form 1041. See section 116
and specific instruction 1. This ex-
clusion does not apply to dividends
received from: (a) China Trade Act
corporations; (b) exempt organiza-
tions (charitable, fraternal, etc.) and
farmers' cooperative organizations;

(c) regulated investment companies,

except to the extent that such
dividends are designated by the
company as dividends for these pur-
poses; (d) corporations to which sec-
tion 931 (relating to income from
sources within possessions of the
United States) applies; or (e) real
estate investment trusts.

19. Federal estate tax.—See
general instruction L.

21. Deduction for exemption.—
An estate is allowed a deduction of
$600. A trust which, under its gov-
erning instrument, is required to
distribute all of its income currently,
is allowed a deduction of $300; all
other trusts are allowed a deduction
of $100.

Note.—If final distribution of as-
sets has been made during the year,
all income of the estate or trust must
be entered as distributed to benefi-
ciaries without reduction for the
amount claimed for the exemption.

5
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24. Tax rate schedule.—The
amount of the tax must be deter-
mined in accordance with the follow-
ing rate schedule:

It line 23, page 1, is: _Enter on line 24, page 1:

Not ower 35&)8-14% of the amount on line 23
But not

Over— overb—

of excess over—
70, plus 15% 00

145, plus 16%
225, plus 17%
310, plus 199
690, plus 22%
1,130, plus 25

=3
=1
=1
]
<1
v

~
ORNO S home
1=3=1-4

Sttt tatatebatat ot ol e dated

LLLLLLIL LI L L)

90, 000! ,590, ,000
100,000 ... ... $55,490, plus 70%—$100,000

26. Tax surcharge.—For calen-
dar year 1970 returns, enter 2.5%
of line 24 or line 25 whichever is ap-
plicable. For fiscal years which be-
gin in 1970 and before July 1, 1970,
enter 59 of line 24 or line 25
whichever is applicable times the
number of days in the taxable year
before July 1, 1970, and divided by
the number of days in the entire tax-
able year. For fiscal years beginning
after June 30, 1970, no tax sur-
charge is applicable.

28. Foreign tax credit.—If credit
is claimed under section 901 for
income or profits taxes paid to a
foreign country or to a possession
of the United States, submit Form
1116 with the return. The allowable
credit is equal to the total credit
shown on Form 1116 minus the pro-
portionate share of the credit allo-
cable to the beneficiaries.

29. Investment credit.—The Tax
Reform Act repealed the investment
credit for property acquired after
April 18, 1969, and property whose
construction, reconstruction, or
erection began after that date. The
Act provides exceptions, however,
for certain property built or acquired
under a binding contract entered in-
to before April 19, 1969, or built or
acquired in certain transitional situ-
ations described in section 49. In
any event, the credit will not be
available for any property placed in
service after 1975.

An estate or trust is allowed a
credit for its share of the investment
in certain depreciable property hav-
ing an estimated useful life of 4
years or more. The investment is ap-

6

portioned between the estate or
trust and the beneficiaries on the
basis of the income allocable to
each. If the investment credit is
claimed for the estate or trust, at-
tach Form 3468, Computation of
Investment Credit, to Form 1041.
Only the portion of the investment
aliocable to the estate or trust
should be shown on Form 3468. See
the instructions on the reverse of
Form 3468 for the limitation and
other information on the credit. If
distributions are made to the bene-
ficiaries, attach a.schedule showing:
(a) each beneficiary's allocable
share of the basis of new property
and the “life years'’ assigned to the
property including investment in
suspension period property; and (b)
each beneficiary's allocabie share of
the cost of used property and the
“life years” assigned to the used
property including investment in
suspension period property.

32. Tax from recomputing fidu-
ciary’s share of a prior year invest-
ment credit.—If property is dis-
posed of prior to the life-years cate-
gory used in computing the invest-
ment credit, the tax for the year of
disposition must be increased by the
difference between the credit taken
(including carrybacks and carry-
overs) on such property and the
credit which would have been al-
lowed had the actual life been used.
Form 4255 may be used to compute
the increase in tax. This additional
tax does not apply to property stolen
or destroyed by casualty after April
19, 1969. Moreover, it does not
apply to any other disposition of
property to the extent the taxpayer
replaces the property within 6
months after the disposition with
property that would be section 38
property but for section 49 of the
Code. If the investment of a prior
year was apportioned between the
estate or trust and the beneficiaries,
such increase must be similarly
apportioned.

33. Minimum tax.—For an es-
tate or trust having any items of tax
preference, attach Form '4626 to
Form-1041 whether or not the mini-
mum tax applies. In addition, on the
tax preference part of Schedule E
(Form 1041) for each beneficiary,
report the items of tax preference al-
located to that beneficiary.

Included in the items of tax pref-
erence described in section 57 are

the following: (1) excess investment
interest, (2) accelerated deprecia-
tion on real property, (3) accelerated
depreciation on personal property
subject to a net lease, (4) amortiza-
tion of certified pollution control fa-
cilities, (5) amortization of railroad
rolling stock, (6) stock options, (7)
depletion, and (8) capital gains. in
the case of excess investment inter-
est, three elements are taken into
account: investment income, invest-
ment expense, and investment inter-
est expense. These elements should
be reported to the beneficiaries
whether or not an item of tax prefer-
ence results at the estate or trust
level. |f any portion of the tax prefer-
ence for accelerated depreciation on
real property is attributable to de-
preciation of expenditures to reha-
bilitate low-income-rental housing
(section 167(k)), the amount of tax
preference attributable to section
167(k) depreciation which is allo-
cated to each beneficiary should be
reported separately on line 3 in the
tax preference part of Schedule E
(Form 1041) rather than included on
line 2 in the tax preference part of
Schedule E (Form 1041).

Tax preference items of an estate
or trust are to be apportioned be-
tween the estate or trust and the
beneficiaries on the basis of the in-
come of the estate or trust that is
allocable to each. The direct alioca-
tion of depreciation, depletion and
capital gains under the existing es-
tate or trust rules serves to effec-
tively allocate these items of tax
preference on the basis of income,
and they are not included in the
apportionment of other items of tax
preference. No further aliocation is
needed. Each item will retain its
character for purposes of the bene-
ficiaries’ computation of each item
of tax preference.

The $30,000 exclusion for es-
tates or trusts must be reduced to
an amount which is that percent of
$30,000 that the sum of the tax
preference items allocated to the
estate or trust is of the totai tax pref-
erence items.

36. Credit for U.S. tax on special
fuels, nonhighway Federal gasoline
tax and lubricating oil.—If credit is
claimed under section 39 of the
Code for U.S. tax on special fuels,
Federal tax paid on gasoline or lu-
bricating oil used for nonhighway or
other purposes described therein,
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attach Form 4136 to substantiate
the credit.

37. Credit from regulated invest-
ment companies.—If credit from
regulated investment companies is
claimed, see Schedule D (Form
1041) Instructions and attach copy
B of Form 2439.

38. Tax previously paid.—If cred-
it is claimed for tax previously paid
with Form 2758, Application for Ex-
tension of Time to File, attach Form
2758 to Form 1041 to substantiate
the credit.

39. Tax withheld.—If credit is
claimed for withholding taxes on
wages and salaries of a decedent
which were received by the fiduciary,
attach Form W-2 to Form 1041 to
substantiate the credit.

Page 2 of return

Schedule A.—Depreciation.—
Complete Schedule A to claim the
deduction for depreciation under
section 167. Also see Revenue Pro-
cedure 62-21 (supplemented by
Revenue Procedure 65-13) for al-
ternative guideline lives and admin-
istrative procedures. !f a deduction
for depletion is claimed (see sec-
tions 611 through 614), attach a
statement to show the details. If
more space is needed, Form 4562
may be attached.

Beneficiaries' and fiduciary's
shares of depreciation and depletion
deductions.—An estate or trust is
allowed the deductions for deprecia-
tion and depletion only to the extent
that these deductions are not allo-
cable to beneficiaries.

In the case of a trust. the allow:
able deductions are to be appor-
tioned between the income benefici-
aries and the trustee on the basis of
the trust income allocable to each,
unless the governing instrument (or
local faw) requires or permits the
trustee to maintain a reserve in any
amount. If so, the deduction is first
allocated to the trustee to the extent
that income is set aside for a re-
serve, and any part of the deduction
in excess of the income set aside for
the reserve is apportioned between
the income beneficiaries and the
trustee on the basis of the trust in-
come (in excess of the income set
aside for the reserve) allocable to
each. In the case of an estate, the
allowable deductions for deprecia-
tion and depletion are apportioned
between the estate and the heirs,

jegatees, or devisees on the basis of
the income of the estate allocable
to each.

Enter on line 5 of Schedule E
(Form 1041), or the fiduciary's ac-
ceptable substitute, the benefici-
ary's share of depreciation plus
depletion shown in the attached
statement. Enter on line 12, page 1,
Form 1041, fiduciary's share of de-
preciation shown on line 5 of Sched-
ute A plus his share of depletion
shown in the attached statement.

Additional first-year depreciation
allowance for estates (not allowable
for trusts).—An estate may elect to
write off 20 percent of the cost (be-
fore adjustment for salvage value) of
tangible personal property (whether
new or used) with a useful life of 6
years or more, up to an aggregate
cost of $10,000. Total additional
first-year depreciation must be
shown on line.1 of the depreciation
schedule. The maximum allowance
available to an estate is $2,000 re-
duced by any part of the allowance
distributed to any beneficiary. A
beneficiary does not take into
account the amount of any allow-
ance distributed to him by an estate
in determining his personal $10,000
or $20,000 limitation.

Schedule B.—Charitable deduc-
tion.—For an estate, both amounts
paid and amounts permanently set
aside for a charitable purpose may
qualify in the computation of the de-
duction under section 642(c) of the
Code. For a complex trust, only
amounts paid for a charitable pur-
pose may qualify in the computa-
tion of the deduction under section
642(c), unless the amounts perma-
nently set aside for a charitable pur-
pose qualify under the October 9,
1969, savings clause in section 642
(¢)(2). In addition, the limitations on
the charitable deduction in section
681 (concerning unrelated business
income) are applicable to complex
trusts; this may require that the de-
duction be computed separately and
attached, rather than using Sched-
ule B. If a valid election is made
under section 642(c)(1), charitable
contributions paid in the following
year may qualify for a charitable de-
duction in the prior year. Simple
trusts may not claim the charitable
deduction. A trust claiming a chari-
table, etc.. deduction under section
642(c) for the taxable year must file

the information return required by
section 6034 on Form 1041-A
which may be obtained from the
District Director of Internal Revenue.

Contributions attributable to cur-
rent income.—Enter on line 1,
Schedule B, the full amount paid or
permanently set aside from the cur-
rent year's income which qualifies
for the charitable deduction. This
does_not include capital gains allc-
cable to corpus, but does include
capital gains which are treated as in-
come under the governing instru-
ment and local law. Capital gains
which are allocable to corpus must
be entered on line 7.

Line 2 provides for an adjustment
of the charitable contributions at-
tributable to income of the current
year (line 1), so that the charitable
deduction will not include contribu-
tions attributable to tax-exempt in-
terest. In the absence of specific
provisions in the governing instru-
ment, enter on line 2 the result ob-
tained by multiplying line 1 by the
tota! of all tax-exempt interest in-
cluded in income of the current year
(under the governing instrument
and local law) and dividing by the
total of all income items included
in income of the current year (under
the governing instrument and local
law). In computing the total of all
items of income under applicable
local law, do not reduce income by
any losses (such as losses from the
sale or exchange of property).

Lines 3 and 4 provide for adjust-
ment of a charitable contribution
which includes long-term capita:
gains allocable to trust income in
order to prevent a double deduction
under section 1202 for such gains.
Enter on line 3(a) the total amount
of long-term gain contained in the
amount on line 1. This is computed
by multiplying the amount shown on
line 1 by the total of long-term capi-
tal gains allocated to income (under
the governing instrument and local
law) and dividing the result by the
total of all the income items in-
cluded in income of the current year
(under the governing instrument
and local law). For purposes of this
adjustment, long-term capital gain
of the current year atlocable to cor-
pus and paid or permanently set
aside for a charitable purpose is not
included in the contribution to
charity out of the current year's in-

7
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come. Such amounts are included
on line 7, after a similar adjustment
is made.

Contributions not attributable to
current income.—Enter on line 7
the total of all net short-term capi-
tal gains and 509 of all net long-
term capital gains of the taxable
year not included on line 1 and
which are paid or permanently set
aside for charitable, etc., purposes.
Enter on line 8 the total of deducti-
ble amounts paid or permanently set
aside for charitable, etc., purposes
to the extent that such amounts are
not attributable to income (under
the governing instrument and local
law) of the current year or capital
gains included on line 7. Attach a
statement to show the details.

Schedule C.—Distributable net
income and distributions deduc-
tion.—Complete Schedule C to
claim the deduction for amounts
paid, credited, or required to be dis-
tributed to the beneficiaries of the
estate or trust. The deduction is
equal to the amounts paid, credited,
or required to be distributed or the
distributable net income, whichever
is smaller, adjusted in either case so
as to exclude items of tax-exempt
income entering into distributable
net income. Distributable net in-
come is an amount which fimits the
amount deductible by the estate or
trust for distributions and (except
in the case of a current income
beneficiary of an estate or trust
which claims a charitable deduc-
tion) the amount taxable to the
beneficiary. It is also used to de-
termine the character of the distri-
butions to the beneficiaries.

For the purpose of determining
distributable net income in the case
of a complex trust, if the shares of
different beneficiaries are substan-
tially separate and independent,
such shares must be treated under
the separate share rule as separate
trusts, under certain circumstances.
See section 663(c) and the regula-
tions thereunder. If the separate
share rule is applicable, a separate
Form 1041 (except for lines 17
through 42 on page 1) for each
share must be attached to the re-
turn, as a supplemental schedule.
This procedure is solely for the pur-
pose of determining the deduction
for distributions under section 661
and the amounts to be included in

8

gross income of beneficiaries under
section 662.

Line 2(a): Enter the amount of
tax-exempt interest received, less:
(i) the amount of tax-exempt interest
shown on line 2 of Schedule B; and
(ii) any amounts which, without the
provisions of section 265, would be
deductible in respect of disburse-
ments, expenses, losses, etc., of the
estate or trust, directly or indirectiy
allocable to such interest. The
amount of the indirect disburse-
ments, etc., allocabie to tax-exempt
interest is that amount which bears
the same ratio to the total disburse-
ments, etc., of the estate or trust not
directly attributable to other items
of income as the total tax-exempt
interest received bears to the total
of all the items of gross income (in-
cluding tax-exempt interest) enter-
ing into distributable net income.

Line 6: Enter the amount of in-
come of the estate or trust required
to be distributed currently to all
beneficiaries, whether distributed or
not. For the purpose of determining
what amounts are to be included on
line 6, the question of what are items
of income and the question of
whether an amount is required to.be
distributed currently are to be de-
termined under the governing in-
strument and the applicable local
law. if the governing instrument re-
quires that stated amounts be paid
to a beneficiary and further provides
that such amounts may be paid
either out of income or out of cor-
pus, such amounts are to be in-
cluded on line 6 to the extent they
are actually paid out of income of
the current year.

Line 7: Except as noted in the two
following paragraphs, enter on line 7
other amounts actually paid, cred-
ited, or required to be distributed to
beneficiaries in the taxable year,
whether from income (current or ac-
cumulated) or from corpus. Do not
include on either line 6 or 7 any
amounts deducted in a prior year re-
turn which were credited or required
to be distributed in such prior year.

Amounts not included.—Do not
include on either line 6 or 7 any
amount which, under the terms of
the governing instrument, is prop-
erly paid or credited as a gift or be-
quest of a specific sum of money or
of specific property. To qualify as
a gift or bequest excluded from lines
6 and 7, a sum must be paid all at

once or in not more than three in-
staliments. Furthermore, an amount
which can be paid or credited only
from the income of the estate or
trust is not considered a gift or be-
quest of a specific sum of money.
See section 663(a)(1). Do not in-
clude on either line 6 or 7 any
amount paid or permanently set
aside for the purposes described in
section 642(c) or otherwise qualify-
ing for the charitable deduction. See
section 663(a)(2).

If the fiduciary of a complex trust
elects under section 663(b) to treat
all or any portion of amounts paid or
credited to any beneficiary within the
first 65 days of a taxable year as dis-
tributed on the last day of the pre-
ceding taxable year, he must com-
plete question 6 on the timely filed
Form 1041 for such preceding tax-
able year. Additional information
may be found in section 13.6 of the
regulations.

Line 9: Enter the amount of tax-
exempt income included in lines 6
and 7 less the amount of tax-exempt
income inciuded in any charitable
deduction and iess the allocable
share of expenses not otherwise al-
lowable on page 1. The allocable
share is that portion of expenses not
directly allocable to any income as
the ratio of tax-exempt income bears
to total income.

Separate schedules

Schedule D.—Sales or exchanges
of property.—Separate Schedule D
(Form 1041) must be filed with Form
1041 to report gains and losses from
the sale or exchange of property.

Schedule E.—Beneficiary's share
of income, deductions, and cred-
its.—Complete separate Schedule
E (Form 1041) for each beneficiary
and file Copy A with Form 1041. The
fiduciary may substitute for Sched-
ule E (Form 1041) his own form, or
the information notice sent to the
beneficiary, if it contains the infor-
mation required by Schedule E
(Form 1041).

Schedule J.—Allocation of ac-
cumulation distribution.—Separate
Schedule J (Form 1041) must be
filed with Form 1041 for a trust to
report an accumulation distribution
as defined in section 665(b) or a
capital gain distribution as defined
in section 665(g).

YrU.S. GOVERNMENT PRINTING OFFICE: 1570—0-370-063  E, 1. No. 58-052-2081
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SCHEDULE D
(Form 1041) Sales or Exchanges of Property ' ﬂ®70

Department of the Treasury
internal Revenus Service

Name of estate or trust Employer Identification Number

CAPITAL ASSETS.—Short-term Capital Gains and Losses—Assets Held Not More Than 6 Months

a. Kind of property (if necessary, " b. Date acquired c. Date soid . 0. Depreciation 1. Cost or other basis . Gai
attach description) (mo., day, yr.) | (mo., day, yr [d- Gross sales price '.'"mil(:‘)' and expense of sals & ,?:,m.’.r,,l,“f')
1 )
2 Enter your share of net short-term gain (or loss) from partnerships and other fiduciaries . . '. . . . . . . . . .|

3 Enter unused short-term capital loss carryover from preceding taxable years (attach computation)
4 Net short-term gain (or toss) from lines 1, 2, and 3. Enter here and on line 10 below

Long-Term Capital Gains and Losses—Assets Held More Than 6 Months

5

6 Enter the full amount of your share of net long-term gain (or loss) from partnerships, other fiduciaries, etc. . . . . . . .|
7 Enter unused long-term capital loss carryover from preceding taxable years (attach computation) . . . . . . . . .|_________
8 Capital gain dividends . . . . . ., . . . .

9 Net long-term gain (or loss) from lines 5, 6, 7, and 8. Enter here and on line 11 below
Capital Gains and Losses

1. Benefi; 2. Fiduciary 3. Total
10 Net short-term gain or loss from line 4, above .
11 Net long-term gain or loss from line 9, above
12 Totalnetgainorless . . . . . . . . . . . . .,
Enter on line 6, page 1, Form 1041, the net gain shown on line 12, column 3, above. If net loss on line 12, column 3, above, enter as loss on
line 6, page 1, Form 1041, which of the following is the llest amount: (i) the amount of the loss, (ii) taxable i [ d without regard to

capitai gains and losses and the deduction for exemption, (jii) $1,000, or (iv) the sum of (a) the excess of the net short-term capital foss over the net
long-term capital gain and (b) one-half of the excess of the net long-term capital loss over the net short-term capital gain—see instructions for
capital loss carryover from years prior to 1970.

Computation of Fiduciary’s Capital Gains Deduction

13(a) Long-term capital gain shown online 11, column3,above . . . . . . . . . . . . . . . . . .. e
(b) Short-term capital loss shown on line 10, column3,above . . . . . . . . . . . . . . . . ..
(¢) Excess of line 13(a) over line 13(b), above . e e e e e e e e e e e
(d) Long-term capital gains ble to beneficiaries. (Total of line 3 amounts, from all separate Schedules E (Form 1041).)
(e) Balance (line 13(c) minus line 13(d)). (Enter 50% of this amount on line 20, page 1, Form 1041.) .

Ordinary Gains And Losses

2. Kind of property (if necassary, b. Date scguired | . Date sold oyl % Dopreciation ; . Gai
. attach description) {mo., day, yr.) (mo., .day.. uyr.) d. Gross sales price ..':m-.dm(.gf "-vfﬁ'x;:nﬁh:; t:l:“ (‘“ ::;".0{.::?)
14
15 Net gain (or loss). Enter here and on line 7, pagel, Form1041 . . . ., . . . . . . . . . .

IR  subpart A.—COMPUTATION OF ALTERNATIVE TAX

If fiduciary had a net long-term capital gain or an excess of net long-term capital gain over net short-term capital loss shown in column
2, line 12, and line 23, page 1, Form 1041, exceeds $26,000, it may be to his advantage to make the alternative tax computation.

16 Amount from line 23, page 1, Form 1041 . © . . . . . . . . . . . ..
17 50% of amountonline13(e) . . . . . . . . . . . . . . . . . .. ... P
18 Balance (line 16 minus line17) . . . . . . . . . . . . . . .. C e e e e e e e
19 Tax on amount on line 18 (see tax rate schedule) . . . . . . . . ., . . . . . . .. . .. ..
20 50% ofamountonline17,above . . . . . . . ., . . . . . . . . . . . . .. e e R
21 Alternative tax (line 19 plus fine 20); if less than line 24, page 1, Form 1041, enter this amount on line 25, page 1,
Form 1041 uniess Subpart B is applicable O

Do not complete Subpart B of Part 111 if line 13(e) is $50,000 or less.
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Schedule D (Form 1041) 1970

Page 2

XYM Subeart B.—Computation of Alternative Tax (Complete only if line 13(e) exceeds $50,000)

22 Enter the amount from line 19 .

23 Limitation . .

24 Certain sales and distribution: (see instructions) .

25 Balance (line 23 minus iine 24). If a negative amount, enter zero .
26 Enter the fiduciary's share of long-term capital gains other than reported on line 24 .
27 Enter the smaller of the amount from line 25 or line 26.

1;8 Total (line 24 plus line 27) .

29 Enter 25% of the amount on line 28 . .

30 Enter the larger of the amount from line 16 or line 17 .

31 Tax on amount on line 30 (see tax rate schedule)

32 Enter the amount from line 18 . .

33 Enter 50% of the amount on line 28 above .

34 Tota! (line 32 plus line 33) .

35 Tax on amount on line 34 (see tax rate schsdule)

36 Balance (line 31 minus line 35)

37 Enter the amount from line 13(e) .

38 Enter the amount from line 28 above .

39 Balance (line 37 minus line 38) N

40 Enter 2914 % of the amount on line 39 (fiscal year—see mstructlons)

41 Enter the smaller of the amount on line 36 or line 40 . ..
42 Alternative tax (total of fines 22, 29, and 41). Enter here and on hne 25, page 1 Form 1041

" $50,000.00

GAIN FROM DISPOSITION OF DEPRECIABLE PROPERTY AND CERTAIN REAL PROPERTY HELD MORE THAN 6

MONTHS. (SECTION 1245)

a. Kind of properly b. Date acquired c. Date s0ld . e. Cost or other basis and
(it nacessary, attach description) {(mo., day, yr.) (mo., day, yr.) d. Gross sales price expense of sale
43
{. Total depreciation i g. Adjusted basis h. Total gain i. Deprecistion allowed (or Ordinary gain k. Oth [
aliowed (or ailowable) ' {oless ) {d fess @) aliowable) see instrs. for date {imr of’{ fu i) . ¢h |:;; ?)‘m

44 Total ordinary gain. Enter here and on line 14 and identify as gain from line 44

DN,

45 Total other gain. Enter here and on line 49 and identify as gain from Part IV. See mstrs 1or mvoluntary conversions

GAIN FROM DISPOSITION OF DEPRECIABLE REAL PROPERTY HELD MORE THAN 6 MONTHS. (SECTION 1250)

a. Kind of property b. Date acquired c. Date sold e. Cost or other basis and
(if neceasary, attach description) {mo., day, yr.) (mo., day, yr.) d. Grass sales price expense of safe
46
Additional deprecistion (See instructions)
'I'I 'I'o::l(dap;lacinti’?n g Azijl::hdobnis h. J(I&tal gain N e k. E:":;I:;I’“‘"i'" L]
aliowed (or allowable) o less @less ) 2R i. After 12/31/69 whichever ia lexser

I.. Column k times

applicable percentage n. Enter i or m,
(see instr.)

whichever is lesser

m. Enter excess, if

any, of h over j percentage (see instr.)

o. Column n times spplicable

p. Ordinary gain (} plus o)

q. Othcr gein
(h less p)

47 Total ordinary gain. Enter here and on line 14 and identify as gain from line 47

77777777

48 Total other gain. Enter here and on line 49 and identify as gain from Part V. See mstrs, for mvoluntary conversions .

SALE OR EXCHANGE OF PROPERTY USED IN TRADE OR BUSINESS AND INVOLUNTA

(SECTION 1231)

RY CONVERSIONS

c. Date sold

b. Date acquired
(mo., day, yr.)

a, Klnd of property (if necessary,
r {mo., day, yr.)

escription) d. Gross sales price

e. Depreciationaliowed | f. Cost or other basis
(or allowabls)

and expense of saie

g. Gain or loss
(d plus o less f)

49

50 Total (If gain, enter on line 5; if ioss, enter on line 14. Identify as gain or loss from Part VI .

77 US. GOVERNMENT PRINTING OFFICE: 1870—O-370-084 36-2603-697
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DPepartment of theTreasury m internal Revenue Service
Instructions for Schedule D
(Form 1041)—-1970

(References are to the Internal Revenue Code)

New Rules for Dispositions
of Certain Farm Property
and Involuntary Conversions

(1) Farm property.—Refer to sections

1251 and 1252 for the treatment of .

gains on disposition of certain farm prop-
erty,

(a) Gain from disposition of farm
property which is both section 1251 and
section 1245 property must be entered in
Part IV. Before any of the remaining gain
from such property from Part IV can be
considered for purposes of section 1231
(Part Vi), the gain must first be subject
to the ordinary income rules applicable
to farm recapture property under section
1251.

(b) Gain from disposition of farm land
must first be subject to the ordinary in-
come ruies under sections 1251 and
1252 before being considered for pur-
poses of section 1231.

Attach a statement showing the com-
putation of gains on dispositions of farm
property subject to the provisions of sec-
tions 1251 and 1252, Enter in Part I| the
ordinary income resulting from such dis-
positions and in Part VI the other gain.

(2) involuntary conversions.—

(a8) If gains from involuntary con-
versions arising from casualty or theft
of property used in a trade or business
(as defined in section 1231) or of any
capitai asset heid .more than six months
(and in excess of $100 for a nonbusiness
asset) equal or exceed the losses, the
gains and losses are to be entered in Part
VI and treated as section 1231 gains and
losses along with gains and losses on
dispositions of other section 1231 prop-
erty. If the losses from such involuntary
conversions exceed the gains, the gains
and losses are to be entered in Part Il
and treated as ordinary gains and losses.
This applies to both insured and unin-
sured property.

(b) Gains from such involuntary con-
versions of property which is also section
1245 or 1250 property must first be re-
ported in Part IV or Part V to determine
how much gain is ordinary income. Any
remaining gain (line 45, Part IV, or line
48, Part V) is included in the separate
computation described in the above para-
graph. However, if the section 1245 prop-
erty is also farm property that is subject
to the provisions of section 1251, such
remaining gain (line 45, Part IV) is subject
to the rules in paragraph (1)(a) above be-
fore the application of the rule for invol-
untary conversions.

Gains and losses from sales and ex-
changes of capital assets and other
property.—in computing gross income,
no distinction is made between gains and
losses allocable to income account and
those allocable to corpus account,

If the net long-term capital gain ex-
ceeds the net short-term capital loss,
Form 4626 must be filed aiso.

PART 1

Capital assets.—Each item of prop-
erty held by the estate or trust (whether
or not connected with its trade or busi-
ness) is a capital asset except: (1) in-
ventoriable assets or property held pri-
marily tor sale to customers; (2) depre-
ciable or real property used in the trade
or business; (3) certain copyrights, lit-
erary, musical, or artistic compositions,
letters or memorandums, or similar prop-
erty; (4) accounts or notes receivable ac-
quired in the ordinary course of trade or
business for services rendered or from
the sale of property described in (1)
above; and (5) certain short-term Fed-
eral, State, and municipal obligations is-
sued on or after March 1, 1941, on a
discount basis.

Basis.—Except as stated otherwise in
sections 1014 and 1015, estates shouid
use fair market value at date of death,
and trusts should use donor's basis plus
gift tax paid. The exceptions include in-
come in respect of a decedent and spe-
cial rules for losses for a trust,

Attach an explanation if the basis used
is other than actual cash cost of the
property.

Limitation on allowable capital
losses.—It the sum of all the capital
tosses exceeds the sum of all the capital
gains (all such gains and losses to be
taken into account at 100 percent), then
such capital iosses shali be aliowed as
a deduction only to the extent of (1) cur-
rent year capital gains plus (2) the small-
est of (a) the taxable income of the cur-
rent year, (b) $1,000 or (c) the sum of
(i) the excess or the net short-term cap-
ital loss over the net long-term -cap-
ital gain, and (ii) one-half ot the excess
of the net long-term capital loss over the
net short-term capital gain. For this pur-
pose taxable income is computed without
regard to capital gains or losses or the
deduction for exemption. Except as
stated in the next sentence, the excess
of such allowable losses over the sum
of items (1) and (2) above is called
‘*capital loss carryover."” Section 1212(b)
(2) contains a special rule for computing
the long-term capital loss carryover
which, in general, prevents the 509, re-
duction in the net long-term capital loss
from being carried forward as a capital
loss carryover. Capital loss carryover may
be carried forward indefinitely. Capital
losses retain their character as either
short-term or long-term when carried
over to the succeeding year. To the ex-
tent the net capital losses are deducted
from ordinary income, the net short-term
capital loss must be considered as de-
ducted first.

Capital loss carryover from years priot
to 1970.—Section 1212(b)(3) contains a
transitional rule with respect to the
amount of capital loss carryover from
years prior to 1970, which, in general,
preserves the prior limitation and carry-
over rules and does not require the 50%
reduction of long-term capital loss.

Losses in transactions between certain
persons.—No deduction is allowable for
losses from sales or exchanges of prop-
erty directly or indirectly between certain

rzeelgted persons as described in section

Redemption of stock to pay death
taxes.—ir stock is redeemed under the
provisions of section 303, list and iden-
tify such stock in the appropriate section
and state the name of tne decedent and
the District Director's office in which the
estate tax return was filed.

Allocation of capital gains and
losses.—On line 10, enter in column 1
the amount of short-term gain or loss
allocable to the beneficiary or bene-
ticiaries. This includes (a) any amount
(whether or not paid, credited, or re-
quired to be distributed to benericiaries)
which is a short-term capital gain un-
der the Internal Revenue Code but
which is an item of trust income under
the terms of the governing instrument
and local law, and (b) any amount which
is a short-term capital gain under the
Internal Revenue Code and which is al-
locable to corpus under the terms of the
governing instrument and local law, but
which is, nevertheless, paid, credited, or
required to be distributed to any bene-
ficirary. However, any capital gains paid,
or permanently set aside for tne purpose
specified in section 642(c) should be
entered in column 2.

Include on line 10, column 1, only
those short-term capital losses which are
taken into account in determining the
amount of gain from the sale or exchange
of capital assets which is paid, credited,
or required to be distributed to any bene-
ficiary during the taxable year. Enter in
column 2 the amount of the short-term
gain or loss allocable to the fiduciary.
The amount in column 3 should be the
same as the amount shown on line 4.

The long-term gain or loss is treated
on line 11 just as short-term gain or ioss
is treated on line 10.

Capital gains dividends and undistrib-
uted capital gains of regulated invest-
ment companies.—Report in Schedule
D, as long-term capital gains, any amount
which a regulated investment company
advises you 1s (2) a capital gain dividend,
or (b) your share of the company's un-
distributed capital gains. If the fiduciary
makes a distribution to beneficiaries with
respect to an “‘undistributed capital gain”
it shall be treated by the fiduciary, and
inciuded in income of the beneficiaries,
in the same manner as if the distribu-
tion to the beneficiaries resulted from a
cash distribution by the regulated invest-
ment company.

Subsection (d) gain.—If line 13(d) in-
cludes any gain as defined in section
1201(d), write in on line 4 of Schedule
E (Form 1041) for each beneficiary the
amount allocated to that beneficiary and
label as *Subsection (d) gain.” This
amount should be written in parenthesis
as a memo item to distinguish it from the
items of income taxable to the benefici-
ary otherwise reported on Schedule E
(Form 1041).

PART Nl

Ordinary gains and losses.—Include

gains and losses from disposition or in-

voluntary conversion of real and depre-
ciable property held not more than six
months. For livestock—see section 1231
for longer holding period.

If losses from involuntary conversions
arising from casualty or theft of property
used in a trade or business (as defined
in section 1231) or of any capital asset
held more than six months (and in ex-
cess of $100 for a nonbusiness asset)
exceed the gains, enter such gains and
losses in Part Il as ordinary gains and
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losses. Note: See new rules for invoiun-
tary conversions. )

if after grouping all section 1231 trans-
actions the losses exceed the gains, re-
port the net loss in Part il as an ordinary
loss.

PART HIl.—Subpart B

Line 24.—Enter on line 24 the fiduci-
ary's share of the long-term capital gains
for the taxable year (received before
January 1, 1975) from sales or other dis-
positions pursuant to binding contracts
(other than any gain from a transaction
described in section 631 or 1235 (timber,
coal, domestic iron ore and patents)) en-
tered into on or before October 9, 1969,
including sales or other dispositions the
income from which is returned on the
basis and in the manner prescribed in
section 453(a)(1).

Also include on line 24 the fiduciary’s
share of the long-term capital gains for
the taxable year in respect of distribu-
tions from a corporation made prior to
October 10, 1970, which are pursuant
to a plan of complete liquidation adopted
on or before October 9, 1969.

Line 40.—The rate of 29149 shown
on line 40 changes to 324 % effective
January 1, 1971. Estates and trusts with
fiscal years beginning in 1970 and end-
ing in 1971 must prorate their tax to re-
flect the rate change. This applies re-
gardless of the date the assets were sold.
They must compute two tentative taxes
by applying the respective rates for each
period to the taxable income for the tax-
able year, and then pro-rating each ten-
tative tax according to the portion of the
taxable year allocable to each rate. The
total of the two pro-rated tentative taxes
is the alternative tax for the fiscal year.
Attach the computation of the fiscal year
alternative tax to the Schedule D (Form
1041). Section 1.21-1 of the regulations
contains additicnal information and

examples.

PART IV

Gain from disposition of depreciable
property and certain real property held
more than six months. (Section 1245).—
Report any gain from such property held
not more than six months in Part Il. For
livestock—see section 1231 for longer
holding period.

In general, when section 1245 property
(as defined below) is disposed of, gain
will be treated as ordinary income to the
extent of depreciation allowed (or allow-
able) after 1961. Except for certain in-
voluntary conversions referred to in sec-
tion 1231 and dispositions of certain
farmn property described in section 1251,
the balance of gain, if any, is to be com-
bined in Part VI with gains and losses
from section 1231 property.

Section 1245 property is property
which is depreciable (or subject to amor-
tization under section 169 or section 185)
and is either—

(a) personal property,

(b) elevators and escalators,

(c) real property (other than property
described in (d)) subject to amortization
under section’169 or 185,

(d) tangible real property (except
buildings and their structural compo-
nents) if used as an integral part of cer-
tain business activities or as a research
or storage facility in connection with
such activities. These business activities
are manufacturing, production, extrac-

tion, or furnishing transportation, com-
munications or certain other public
utility services.

See section 1245(b) for exceptions
and limitations involving: (a) disposition
by gift, (b) certain tax-free transactions,
(c) like kind egchanges. involuntary con-
versions. (d) sales or exchanges to effec-
tuate FCC policies and exchangcs to
comply with SZC orders, and (e) transfers
at death.

Column i.—Enter depreciation allowed
(or allowable) after December 31, 1961.
However, use June 30, 1963, for eleva-
tors and escalators and December 31,
1969, for livestock.

See section 1245(a)(2){D) in the case
of disposition of pollutivn control facili-
ties or railroad grading and tunnei bores.

PART V

Gain from disposition of depreciable
real property held more than six months.
(Section 1250).—Report any gain from
such property held not mwore than six
months in Part Il.

In general, when section 1250 prop-
erty (as defined below) 1s disposed of, all
or a portion of the ‘‘additional deprecia-
tion” will be treated as ordinary income.
Except for certain involuntary conver-
sions referred to in section 1231. the
balance of gain. if any, is to be combined
in Part VI with gains and losses from sec-
tion 1231 property.

Section 1250 property is depreciable
real property other than section 1245
property.

See section 1250(d) for exceptions
and limitations invuiving: (2) disposition
by gift. (b) certamn tax-free transactions,
(c) like kind exchanges, involuntary con-
versions, (d) sales or exchanges to effec-
tuate FCC policies and exchanges to
comply with SEC orders, (e) disposition
of qualified low-income housing and (f)
transfers at death.

Columns i and j, additional deprecia-
tion.——In the case of secticn 1250 prop-
erty held one year or less, additional
depreciation is the total amount of de-
preciation claimed. in such case, omit
columns i through o and enter in column
p the lesser of the amount of gain
(column h) or the total amount of de-
preciation claimed (column f).

For property helu more than one year,
additional depreciation is the excess of
actual depreciation attributahle to pe-
riods after December 31, 1963, over de-
preciation computed for the same period
using the straight line method. Enter in
column i the additional depreciation for
the period after December 31, 1963, and
before January 1, 1970, and in column j
the additional depreciation for the period
after December 31, 1969.

For additional depreciation attributable
to rehabilitation expenditures, see section
1250(b)(4).

Where substantial improvements have
been made, see section 1250C(f).

Column |, applicable percentage.—
Enter 1009%, of column k in column | ex-
cept as foliows:

(1) In the case of section 1250 prop-
erty disposed of pursuant to a written
contract that was, on July 24, 1969, and
at all times thereafter, binding on the
owner of the property, the applicabie per-
centage is 1009% minus 1 percentage
point for each full month the property
was held after the date it was held 20
full months;

(2) In the case of section 1250 prop-
erty constructed, reconstructed, or ac-

g A e A g

quired by the taxpayer before January 1,
1975, with respect to which a mortgage
is insured under section 221(d}(3) or 236
of the Naticnal Housing Act, or housing
is financed or assisted by direct ioan or
tax abatement under similar provisions
of the State or local laws, and with re-
spect to which the owner is subject to
the restrictions described in section
1039(b)(1)(B), the applicable percentage
is 1009%, minus 1 percentage point for
each full month the property was held
after the date it was held 20 tuil months;

(3) In the case of residential rental
property (as defined in section 167(j)
(2)(B)) other tihan that covered by (1)
and (2) above, the applicable percentage
is 1009, minus 1 percentage point 10r
each tull month the property was neld
after the date it was held 100 full
months; and

(4) In the case of section 1250 prop-
erty for which a depreciation deduction
for rehabilitation expenditures was al-
lowed under section 167(k), the appli-
cable percentage is 1009 minus 1 per-
centage point for each full month in ex-
cess of 100 full months a.ter the date
on which the property was placed in
service, -

Column o, applicable percentage.—
The applicable percentage is 1009,
ninus 1 percentage point for each full
month the property was held after the
date it was held 20 full months. .

PART Vi

Sale or exchange of property used in
trade or business and involuntary con-
version, (Section 1231).—Section 123)
provides special treatrnent tor the recog- .
nized gains and lasses upon the sale or
exchange of “'property used in the trade
or business' and upon the compulsory or
involuntary conversion of {1) such prop-
-erty and (2) capital assets held more
than six months, NOTE: See new rules for
involuntary conversions.

After determiining in Parts IV and V
how much of the total gain from disposi-
tion of depreciabie property is ordinary
gain, combine the total other gain with
other gains and losses from section 1231
property to determine if there is a net
gain or net loss. The total shown on line
50 determiines whether the items re-
flected therein represent a long-term
capital gain or an ordinary loss. The total
must be entered on line 5 or line 14,
whichever is applicable,

In determining whether gains exceed
losses, include the gains to the extent in-
cluded in gross income, and losses to the
extent taken into account in determining
taxable income, disregarding the limita-
tion of section 1211 on the deductibility
of capital losses. For example, the first
$100 of loss for each casualty or theft
of nonbusiness property is not de-
ductible.

The term “'property used in the trade
or business’” means property that has
been held more than six months, which
is used in the trade or business and
which is either real property or depreci-
able property. It also includes (1) certain
tivestock (see section 1231 for holding
period), (2) timber, coal and domestic
iron ore to which section 631 applies,
and (3) unharvested crops referred to in
section 1231(b)(4). The term does not
include (1) inventoriable property, (2)
property heid primarily for sale to cus-
tomers, or (3) certain copyrights, literary,
musical, or artistic compacsitions, letters
or memorandums, or similar property.
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SCHEDULE J
(Form 1041)

Department of the Treasury
Intermal Revenue Service

Aliocation of Accumulation Distribution
(For complex trusts which in 1970 distributed income accumulated in prior years)
(Under sections 665 through 669 of the Internal Revenue Code)

| 1970

Name of trust

Employer Identification Number

Line and Instruction No.

4

1 Accumulation distribution in 1970

(NOTE: To the extent of undistributed net income in pr
years, this amount must be thrown back to preceding

1965 1966

1967 1968 1969

years beginning with the earliest applicable year.)
Computation of amounts deemed distributed to
beneficiaries
2 Undistributed net income (adjust for pnor throw-

backs, if any)
3 Throwback (line 1 but not more than Ilne 2) .

(NOTE: If this form shows a throwback to more than 1 year,
enter only the balance of line 1 (line 1 minus line 3 of
preceding column) in succeeding columns.)

4 Taxes imposed on the trust applxcable to amount on
line 3 and deemed distributed .

5 Income and taxes deemed d:stnbuted (hne 3 plus

tine 4) .

6 Tax-exempt income mcluded in amount on Ilne 5.

7 Taxable income deemed distributed (lme 5 minus line
6)

The character of the amount on lme 7 must be set forth in columns 16 and 17 below for each beneficiary.

8 Capital gain distribution in 1970 . . . . $
(NOTE: To the extent of undistributed capital gain in 1969
this amount must be thrown back to 1969)
Computation of amounts deemed distributed to
beneficiaries
9 Undistributed capital gain
10 Throwback (line 8 but not more than lme 9)

11 Taxes imposed on the trust appllcable to amount on
line 10 and deemed distributed .

12 Capital gains and taxes deemed distributed (line 10
plus line 11)

The character of the amount on Ime 12 must be set forth in columns 19 and 20 below for each beneficlary.

Allocation to Beneficiaries

If more than one column above is used, either adjust the schedule below to indicate the character of distributions for each year,
or attach a separate schedule showing such separate distribution.

13. Name of each beneficiary 14. Social security number 15. Address
(a)
(b)
(©)
@
16. Income from line 7 . ie divi
taxable to beneficiaries 1 "J.:’T”h: dmdoln:l!s 18. T"?s deamed 19. Net short-term 20. Net long-term
less portion reportable qualifying for special distributed capital gain capital gain (100%)
in column 17 treatment (from line 4 and line 11) t
(a)
(b)
©
(d)
Totals

Treatment of Excess
Distributions by Trusts

Line 1. Accumulation Distribution.—
The term “accumulation distribution”
means the amount by which:

(1) any amounts properly paid,
credited, or required to be distributed
for a taxable year, exceed

(2) distributable net income for such
taxable year reduced (but not below
zero) by any amount of income for such
taxable year required to be distributed
currently (including any amount required
to be distributed which may be paid out
of income or corpus to the extent such
amount is paid out of income for such
taxable year).

Section 331(d)(2)(A) of P.L. 91-172,
83 Stat. 598, contains exceptions for
certain accumulation distributions made
on or before the last day of a taxable
year beginning before January 1, 1974,

Line 2. Undistributed Net Income.—
The term “undistributed net income”
for any taxable year means the amount

. (Continued on page 2)
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by which the distributable net income
of the trust for such taxable year exceeds
the sym of:

(1) the amount of income for such
taxable year required to be distributed
currently (including any amount required
to be distributed which may be paid out
of income or corpus to the extent such
amount is paid out of income for such
taxable year);

(2) any other amounts properly paid,
credited, or required to be distributed
for such taxable year; and

(3) the amount of taxes imposed on
the trust attributable to such distrib-
utable net income.

Line 3. Throwback.—In the case of a
trust which is not required to distribute
all of its income currently, the amount
of the accumulation distribution of such
trust for a taxable year shall be deemed
to be an amount within the meaning of
paragraph (2) of section 661(a) distrib-
uted on the last day of each of the five
preceding taxable years, commencing
with the earliest of such years, to the ex-
tent that such amount exceeds the tota!
of any undistributed net income for the
five preceding taxable years. The
amount deemed to be distributed in any
such preceding taxable year under the
preceding sentence shall not exceed the

.undistributed net income for such pre-

ceding taxable year. For this purpose
undistributed net income for each of
such preceding taxable years shall be
computed without regard to such accu-
mulation distribution and without regard
to any accumulation distribution deter-
mined for any succeeding taxable year.

Line 4. Taxes Deemed Distributed.—
The term ‘‘taxes imposed on the trust”
means the amount of the taxes which are
imposed for any taxable year of the trust
under chapter 1 of the Code (without re-
gard to any accumulation -distribution)
and which are properly allocable to the
undistributed rtions of distributable
net income and gains in excess of losses
from sales or exchanges of capital assets.
The amount determined in the preceding
sentence shall be reduced by any amount
of such taxes deemed distributed to any
beneficiary as part of an accumulation

distribution or a capital gain distribution.

If the gross income for any taxable
year Includes capita! gains excluded from
distributable net income under section
643(a)(3) of the Code, the taxes imposed
on the trust must be allocated between
the undistributed portions of distrib-
utable net income and such capital
gains. For the method of allocation, see
the regulations issued under section
665(d) of the Code.

When all of the undistributed net in-
come of a preceding taxable year of the
trust is deemed distributed, then all of
the taxes imposed on the trust with re-
spect to such income (excluding that at-
tributable to capital gains excluded from
distributable net income) will be deemed
distributed to the beneficiaries. When
less than all of the undistributed net in-
come of a preceding taxable year is
deemed distributed, then the taxes
deemed distributed to the beneficiaries
will be the pro rata portion of the taxes
imposed on the trust with respect to
such income.

The amount shown on line 4 is avail-
able to the beneficiaries as a credit
against their income tax liability. The
allocation among the beneficiaries should
be reported in column 18.

Line 6. Tax-exempt Income Deemed
Distributed.—If the undistributed por-
tion of distributable net income included
any tax-exempt interest, enter on Line 6
the product obtained by multiplying the
amount on Line 5 by the ratio of undis-
tributed tax-exempt income over the
total of (1) the amount on Line 2 plus
(2) the amount of taxes imposed on the
trust attributable to the undistributed
portions of distributable net income.

NOTE: In the above computation for
prior years, if there was a previous ac-
cumulation distribution, the undistributed
portion of tax-exempt income, and the
amount of taxes paid by the trust must
be adjusted for the previous throwback.

Line 7. Taxable Income Deemed Dis-
tributed.—The amount shown on Line 7
is includible in the income of the bene-
ficiaries. The allocation among the bene-
ficiaries should be reported in columns
16 and 17.

Line 8, Capital Gain Distribution.—
Capital gain distributions made before
January 1, 1972, to the beneficiary of a
single trust, and to the surviving spouse
of a marital deduction trust who is the
beneficiary of only one other trust, are
not subject to throwback. See section
333@)(2)(0) of P.L. 91-172, 83 Stat.
5

The term “capital gain distribution"
means, to the extent of undistributed
capital gain, that portion of: )

(1) the excess of any amounts prop-
erly paid, credited, or required to be
distributed for the taxable year over dis-
tributable net income for the taxable
year reduced (but not below zero) by the
amount of income for the taxable year
required to be distributed currently (in-
cluding any amount required to be dis-
tributed which may be paid out of income
or corpus to the extent such amount is
paid out of income for the taxable year),
over

(2) the undistributed net income of
the trust for the five preceding taxable
years.

This means that all other types of in-
come for the five preceding years must be
distributed before any amount of capital
gain is deemed distributed.

Line 9. Undistributad Capital Gain.—
The term “undistributed capital gain"
means, for any taxable year of the trust
beginning after December 31, 1968, the
amount by which:

(1) gains in excess of losses from the
sale or exchange of capital assets, to the
extent that such gains are allocated to
corpus and are not (A) paid, credited,
or required to be distributed to any bene-
ficiary during such taxable year, or (B)
paid, permanently set aside, or used for
the purposes specified in section 642(c),
exceed

(2) the amount of taxes imposed on
the trust attributable to such gains.

For purposes of the above paragraph
(1), the deduction under section 1202
(relating to deduction for excess of
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capital gains over capital losses) shall
not be taken into account.

Line 10. Throwback.—In the case of
a trust which is not required to distribute
all of its income currently, the amount
of .a capital gain distribution of such
trust for a taxable year shali be deemed
to be an amount properly paid, credited,
or required to be distributed on the last
day of each of the preceding taxable
years, commencing with the earliest of
such years beginning with the first year
on or after January 1, 1969, in which
income is accumulated to the extent that
such amount exceeds the total of any
undistributed capital gain for such pre-
ceding taxable years. The amount
deemed to be distributed in any such
preceding taxable year under the preced-
ing sentence shall not exceed the undis-
tributed capital gain for such preceding
taxable year. For this purpose, undis-
tributed capital gain for each of such
preceding taxable years shall be com-
puted without regard to such capital gain
distribution and without regard to any
capital gain distribution determined for
any succeeding taxable year.

Line 11. Taxes Deemed Distributed.—
Follow the instructions for Line 4 above
to compute the portion of the taxes im-
posed on the trust which are allocable
to capital gains excluded from distrib-
utable net income for any taxable year.

When ali of the undistributed capital
gain of a preceding taxable year of the
trust is deemed distributed, then all of
the taxes imposed on the trust with re-
spect to such capital gains will be
deeémed distributed to the beneficiaries.
When less than all of the undistributed
capital gain of a preceding taxable year
is deemed distributed, then the taxes
deemed distributed to the beneficiaries
will be the pro rata portion of the taxes
imposed on the trust with respect to
such capital gains.

The amount shown on Line 11 is avail-
able to the beneficiaries as a credit
against their income tax liability. The
allocation among the beneficiaries should
be reported in column 18.

Line 12, Capital Gains Deemed Dis-
tributed.—The amount shown on Line
12 is includible in the income of the
beneficiaries. The character of the capital
gain of a trust for any taxable year with
respect to a beneficiary shall be the same
as it was with respect to the trust. The
atlocation among the beneficiaries should
be reported in columns 19 and 20.

Allocation to Beneficlaries.—The fidu-
ciary may elect to attach Copy A of
Schedule E (Form 1041) for each bene-
ficiary rather than to complete the a!-
location in detail. Under this election
the fiduciary must indicate the number
of Schedules E (Form 1041) which are
attached. The information in the heading
of Schedule E (Form 1041) concerning
the year must be modified by the fiduciary
to show the taxable year of the trust to
which the distribution is thrown back.
If the distribution is thrown back to more
than 1 year, the fiduciary must attach a
Schedule E (Form’1041) for each throw-
back year for each beneficiary.
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- 4626

Department of the Treasury
Internal Revenue Service b

Computation of Minimum Tax

For Corporations and Fiduciaries—To be attached to Forms 1120, 1120-F,
1120-L, 1120-M, 1120-S, 1041, 990—T for calendar year 1970 or other taxable year

1970

ginning 1970, and ding 19......

Name

Employer tdentification Number

1 Tax Preferences:
(a) Excess investment interest .

(b) Accelerated depreciation on real property (1) Iow income rental housung under sec. 167(k)
(2) other real property

(c) Accelerated depreciation on personal property subjecttoa netlease . . . . . . . . ., [ .o

(d) Amortization of certified poliution control facilities
(e) Amortization of railroad rolling stock .
(f) Stock options . . .

(g) Reserves for losses on bad debts of financial mstltutlons

(h) Depletion. . . . . .
(i) Capital gains

2 Total items of tax preference‘—Add lines l(a) through 1(1) . .

3 Less exclusion—Enter $30,000 (Estates, Trusts and Controlled groups see instruction 3)

4 Line 2 less line 3 . . .. . . e e .

5. Taxes imposed under Chapter 1 for the taxable year (other than Personal Holdlng company, accumu-
lated earnings and minimum tax)—See mstructlons

6Lme4lesshne5..........

~

Minimum tax—109, of line 6

8 is zero).
10 Line 7 less line9. . . . .

8 Amount of net operating loss for 1970 remaining as a CARRYOVER toa succeedmg \
year (attach a statement showing computation of carryover) .
9 Deferred minimum tax—Enter the lesser of line 8 multiplied by 10%, or line 7. (Enter zero if line

L

11 Enter minimum tax deferred from prior year(s) untll this year—See instructions . . . P S

12 Total minimum tax—Add lines 10 and 11. Enter on appropriate line of tax return per mstructlon 12

General Instructions (References are to the Internal Revenue Code)

Who Must File.—All taxpayers (other than individuals) having any
items of tax preference must complete Form 4626 and attach it to
their return whether or not the minimum tax applies.

Tax preference items of excess investment interest (line 1(a)) and
accelerated depreciation on personal property subject to a net lease
(line 1(c)) do not apply to a corporation other than an ejecting small
business corporation and a personal holding company. Stock options
(line 1(f)) is not applicable to corporations.

and Real Estate Investment
Trusts.—The amount of net long-term capital gain in excess of the
net short-term capital loss of a regulated investment company or a
real estate investment trust is to be treated as an item of tax prefer-
ence (line 1(i)) only to the extent that such item is not taken into ac-
count as income by shareholders. Accelerated depreciation on real prop-
erty (line 1(b)) is taken into account in full as a tax preference item of
real estate investment trusts and is not included in the apportionment of
tax preferences to shareholders as described in the following
paragraph.

Raoulated 1 9 t

The remaining items of tax preference of a reguiated investment
company and a real estate investment trust shall be used in computing
the minimum tax, in the same proportion that the taxable income of
such company or trust (section 852(b)(2) or 857(b)(2)) bears to tax-
able income computed without regard to the deduction for dividends
paid. The remaining proportion of tax preferences shall be treated as
items of tax preference of the shareholders of such company or trust
on the basis of the dividends (other than capital gains dividends) paid
to each shareholder. The company or trust must advise shareholders of
their portion of each item of tax preference. Such item will then enter
into the computation of each item of tax preference by shareholders.

Electing Small Business Corporations.—Electing small business
corporations are subject to the minimum tax oniy with respect to the
capital gains item of tax preference (line 1(i)} and only to the extent of

such gains which are subject to the tax imposed by section 1378. Aii
other items of tax preference, except capital gains, shall be
apportioned among the shareholders in a manner consistent with
section 1374(c)(1). The capital gains are excluded from the ap-
portionment since such gains are actually passed through to share-
holders and includable in their income to the extent provided under
the rules in section 1375(a) and will thus enter into the computation
of the shareholders’ capital gains tax preference. Each item wiil
retain its character for purposes of the sharehoiders’ computation of
each item of tax preference.

Estates and Trusts.—Tax preference items of an estate or trust are
to be apportioned between the estate or trust and the beneficiaries
on the basis of the income of the estate or trust that is allocable to
each. The direct allocation of depreciation, depletion and capital gains
under the existing estate or trust rules serves to effectively allocate
these items of tax preference on the basis of income, and they are not
included in the apportionment of other items of tax preference. No
further allocation is needed. Each item will retain its character for
purposes of the beneficiartes computation of each item of tax
preference.

Participants in Common Trust Funds.—ltems of tax preference of a
common trust fund (as defined in section 584(a)) for each taxable
year of the fund shall be treated as items of tax preference of the
participants of such fund. Each item of tax preference, except capital
gains, shall be apportioned pro rata among the participants and shail
enter into their own computation of each item of tax preference.
Capital gains are passed through to participants under the rules in
section 584(c) and enter into the participants' computation of capital
gains tax preference.

Foreign Source Tax Preference Items.—Tax preferences attributable
to foreign sources are to be included for purposes of computing the
minimum tax, only to the extent they result in foreign losses which
reduce the tax imposed on U.S. income. Stock options (line 1(f)) and
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capital gains (line 1(1)) attributable to foreign sources are to be taken
into account as tax preferences only if the tax laws of the foreign
country or U.S. possession give them preferential treatment.

Consolidated Returns.—An affiliated group of corporations filing a
consolidated return are required to compute their minimum tax on a
consolidated basis.

Specific Instructions
(Numbered to correspond with line numbers on page 1)
1. Tax Preferences:

(a) Excess investment interest means the amount by which the
investment interest expense for the taxable year exceeds the net in-
vestment income.

[} tment interest means interest paid or accrued on in-
debtedness incurred or continued to purchase or carry property held
for investment.

Net investment income is the excess of

(1) Investment income (not derived from the conduct of a trade or

business) consisting of (a) the gross income from interest,

dividends, rents, and royalties, (b) the net short-term capital gain
attributable to the disposition of property held for investment, and

(¢) amounts treated as ordinary income under sections 1245 and

1250 from the sale or exchange of property, over

(2) Investment expenses consisting of the deductions allowable

under sections 164(a)(1) or (2), 166, 167, 171, 212, 243, 244,

245, or 611 directly connected with the production of investment

income. For purposes of the deductions. under sections 167 and

611, the straight line -method of depreciation and cost depletion

may be used.

Investment income includes income from property subject to a net
lease (as defined in section 57(c)) only if the lease was entered into
after Oct. 9, 1969.

(b) Accelerated depreciation on real property is depreciation aliow-
able on each section 1250 property (as defined in section 1250(c)) to

the extent it exceeds the depreciation deduction which would have been -

allowable for the year under the straight line method. A separate
computation of the excess must be made for each property.

(1) Enter on this line the excess depreciation on low-income rentai
housing (as defined in section 167(k)). The straight line method
used in computing such excess is determined without regard to the
useful life atlowable by sef:tion 167(k).

(2) Enter on this line the excess depreciation on all other section

1250 property.

(c) Accelerated depreciation on personal property subject to a net
lease is depreciation allowable on each section 1245 property (as
defined in section 1245(a)(3)) which is the subject of a net lease (as
defined in section 57(c)), to the extent it exceeds the depreciation
deduction which would have been aliowable for the year under the
straight line method. A separate computation of the excess must be
made for each property.

(d) Amortization of certified pollution control facilities is the amount
of deduction allowable with respect to each facility for which an elec-
tion is in effect under section 169 for the taxable year which exceeds
the depreciation deduction which would otherwise be allowable under
section 167. A separate computation of the excess must be made for
each facility.

(e) Amortization of railroad rolling stock is the amount of deduction
allowable with respect to each unit under section 184 for the taxable
year which exceeds the depreciation deduction which would otherwise
be allowable under section 167. A separate computation of the excess
must be made for each unit.

(f) The tax preference amount with respect to stock options is the
amount by which the fair market value of a share of stock at the time
of exercise of a qualified stock option or a restricted stock option (as
defined in sections 422(b) and 424(b)) exceeds the option price.

(8) The tax preference amount for reserves for losses on bad debts
applies only with respect to financial institutions subject to section
585 or 593. It is the amount by which the deduction allowable for the
taxable year for a reasonable addition to a reserve for bad debts
exceeds the amount that would have been allowable had the institution
maintained its bad debt reserve for al! taxable years on the basis of
actual experience.

(h) The tax preference amount for depletion applies to each property
as defined in section 614. It is the excess of the deduction for deple-
t:on‘ allowable under section 611 for the taxable year over the adjusted
basis of the property at the end of the taxable year (determined with-
out regard to the depletion deduction for the taxable year).

(i) In the case of a taxpayer other than a corporation, the amount
of capital gain tax preference is one-half of the net section 1201 gain
(excess of net long-term capital gain over net short-term capital loss)
for the taxable year.

In the case of a corporation, the capital gains item of tax prefer-
ence applies only if the alternative tax under section 1201 or other
comparable section applies for the taxable year.

If the alternative tax does apply, the capital gains tax preference
may be determined as follows:

Tax oh taxable income as com- Alternative tax on taxable income
puted under section 11 or other minus 8s camputed under section 1201
compgrabla section. or other comparable saction.

Foreign caorporations shall take capital gains into account only to
the extent such gains are effectively connected with the conduct of a
trade or business in the United States.

3. The $30,000 exclusion shall be divided equally among the
component members of a controlled group of corporations (as defined
in section 1563(a)) unless all component members consent to a plan
providing for an unequal allocation.

The exclusion for estates or trusts shall be reduced to an amount
which is that percent of $30,000 that the sum of the tax preference
items allocated to the Estate or Trust is of the total tax preference
items. .

If a return is made for a period of less than 12 months, refer to
section 443(d) for computation of the exclusion.

5. Include income taxes from applicable forms as follows:

Form 1120—Sum of lines 9 and 11, Sch. J

Form 1120-F—Sum of lines 1 and 2, page 1

1120-L—Sum of lines 12, 13 and 14, page 1

1120-M—Sum of lines 15, 16 and 17, page 1

Form 1120-S—Sum of lines 29(a) and 29(b), page 1

Form 1041-—Sum of lines 31 and 32, page 1

Form 990-T—Line 15 or 22, page 1

11. if a net operating loss carryover from a 1969-70 fiscal year
reduces taxable income for the 1970-71 fiscal year, and the carry-
over resulted in.the deferral of minimum tax in the 1969-70 fiscal
year, all or part of the deferred minimum tax may be includable on
fine 11 as a tax liability imposed for the 1970-71 fiscal year.

The deferred minimum tax is to be included on line 11 to the extent
the portion of the net operating loss carryover attributable to the
deferred minimum tax reduces taxable income. For purposes of com-
puting the amount attributable, the portion of the net operating loss
carryover which is not attributable to the deferred minimum tax shal!
have priority and shall be considered as being applied in reducing
taxable income before such other portion.

Example:

A taxpayer sustained a net operating loss in fiscal year 1969-70.
$1,000 of which remained as a carryover to 1970-71. Minimum tax
on $800 of tax preferences (after the minimum tax exemption) was
deferred in 1969-70 because of the NOL. Therefore, $800 of the
$1000 1969-70 NOL carry forward is attributable to tax preferences
and $200 constitutes the remaining portion which is not attributable.
The applicable minimum tax rate in 1969-70 was 5 percent. The
1970-71 taxable income (before adjustment under 172(b)(2)) is $600.

(a) Amount of NOL carryover from 1969~70 which reduced

1970-71 taxable income .. . . . . . . .%600
(b) Amount of 1969-70 NOL carry forward not attributable
to tax preferences . . . L. . $200

(c) Amount of 1969~70 NOL attributable to tax preferences
which reduced taxable income in 1970-71 (line (a) less

linetb) . . . . . ) _$:10ho
(d) Amount of 1969-70 deferred minimum tax imposed as

tax liability for 1970-71 (line (¢) X applicable minimum

tax rateof 5%) . . . . . . . . . . . . $ 20

Because of adjustments to. taxable income required under section
172(b)(2) of the Code, the portion of the $1,000 NOL carryover
absorbed in 1970-71 may axceed the $600 used to reduce taxable
income. The actual amount of NOL carryover remaining would be used
in the subsequent year's computation.

Taxpayers with deferred minimum tax from a fiscal year beginning
in 1969 should use their applicable minimum tax rate instead of the
59% rate in line (d) above.

12. Taxpayers filing Forms 1120, 1120-F, 1120-L, 1120-M,
1120-S. 1041 and 990-T must include the total minimum tax from
line 12 on the appropriate line of their 1970 return. .
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